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FINANCIAL HIGHLIGHTS 


td 


In Millions, Except per Share Data 

Fiscal Year Ended 

May 31,1998 

May 25,1997 

Change 

Sales 

$6,033.0 

$5,609.3 

8% 

Net Earnings: 




Before unusual items 

522.0 

474.6 

10 

As reported 

421.8 

445.4 

(5) 

Earnings per Share: 




Basic, before unusual items 

3.30 

3.00 

10 

Diluted, before unusual items 

3.22 

2.94 

10 

Basic, as reported 

2.67 

2.82 

(5) 

Diluted, as reported 2.60 1 

Average Common Shares Outstanding for Earnings per Share: 

2.76 

(6) 

Basic 

158.1 

158.2 

- 

Diluted 

162.3 

161.6 

- 

Dividends per Share 

$ 2.12 

$ 2.03 

4 

Common Shares Repurchased 

7.5 

6.2 

21 

Cash Flow from Operations 

$ 775.3 

$ 594.1 

31 

Fixed Charge Coverage (Times), Before Unusual Items 

6.8X 

6.9X 

(.l)pt. 

Cash Flow to Debt 

34.6% 

36.1% 

(1.5)pts. 


Fiscal 1998 includes 53 weeks; fiscal 1997 includes 52 weeks. 


These charts reflect continuing 
operations. The return on average 
total capital prior to 1996 has been 
determined considering continu¬ 
ing operations only and with capital 
adjusted by assuming that the 
spin-off of the restaurant opera- 
tfons occurred at the beginning 

Urrasiialltems: 

1994L.Charge.relaiecLto.anjnder_ 

pendent contractor’s improper pes- 

ttcide-substitutiDirtn-treating- 

cectain.oatsupplies._ 

1995: Charge related to produc- 
tMtyactfonsT 

1997_i_Charg&.foLadoption.of_ 

SFAS No. 121. 

1998rChargeTelate<noTestrcrctor^“ 
ing-and^nJnsurancejsettlement._ 

See Note-Three-to-the consolidated- 
fin anciai statements for further 
information. 
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LETTER TO SHAREHOLDERS 


General Mills had a good year in fiscal 1998, achieving record financial results that significantly 
exceeded previous peak levels. 

• Reported sales for the 53 weeks ended May 31,1998, grew 8 percent to reach $6.0 billion. Including 
our share of international joint-venture revenues, worldwide sales exceeded $6.8 billion. 

• Earnings after taxes grew 10 percent to $522 million before unusual items. This profit growth was 
broadly based. Every one of our domestic operating divisions posted earnings gains of 10 percent or 
more, and combined international earnings grew at an even stronger rate. 

• Earnings per share before unusual items also increased 10 percent, as basic EPS reached a record 
$3.30 and fully diluted earnings per share rose to $3.22. 

• This double-digit earnings growth was driven by broad unit volume gains. Worldwide unit volume 
increased 9 percent, with good performance from established businesses and strong contributions 
from the cereal and snack brands we acquired from Ralcorp in January 1997. As a result, we main¬ 
tained or increased market share in most of our major categories. 

• Our relentless drive for productivity improvement also contributed to earnings growth. Productivity 
initiatives across our manufacturing and distribution functions helped lower our cost per case in 1998. 
In addition, we took actions to improve the cost structure of our North American cereal operations. 
Restructuring charges totaled 63 cents per share in 1998, but these actions are expected to generate 
ongoing annual cost savings of 14 cents per share. 


Cash flow from operations rose more than 30 percent to $775 million, supporting capital 
investments and dividend growth. Dividends of $2.12 per share in 1998 were up from $2.03 per 
share in 1997 and represented a payout of 64 percent of basic earnings per share before unusual 
items. This was the 100th consecutive year of uninterrupted dividends paid by General Mills 
and its predecessor company. We remain committed to increasing dividends as our earnings 
grow. In the near term, we expect dividends to increase somewhat slower than earnings until the 
payout is in our targeted range of 50 to 60 percent. 


Return on Average 
Total Capital 

percent 


Sales 

dollars in billions 



"94 95'"'96 97.98. 


"94 95" 96 " 97 98 


■ Share of joint venture sales- 

■ Consolidated-sales.— 


_This report to shareholders c o nt ains 

forward-looking statements based 
on managements current-views-and- 

_assumptions. Actual even ts may_ 

differ."Please refer to the cautionary 
-statements-on page 18 of this-report - 

andjn our Form 10-K for further_ 

discussion of these matters. 
















In the aggtegate, 1998 financial results met our expectations and represented strong renewal 
of General Mills’ growth momentum. But in spite of our double-digit earnings increase, our 
stock price grew just 6 percent for the year while the composite price for the S&P 500 stock index 
grew 29 percent. This disparity teflects investment community concerns about growth dynamics 
in the U.S. ready-to-eat cereal category. 

These concerns center on two current issues. The first is the category’s rate of growth. 
Historically, cereal market tonnage growth over any extended period of years has averaged 3 per¬ 
cent, significantly above the growth rate for overall grocery volume. However, in 1998 the cate¬ 
gory rose just 1.1 percent, marking the fourth straight yeat of below-trendline growth. This 
slowdown is not unprecedented. It’s worth noting that the cereal market has weathered tempo¬ 
rary slowdowns before and followed each of them with periods of accelerated growth. We see 
many reasons for categoty growth to accelerate again, including very favorable demographic 
trends and cereals great fit with today’s emerging health and nuttition recommendations. It also 
is worth noting that the cereal category’s recent slowdown has not affected all participants 
equally. Big G cereal volume has grown at double the categoty’s rate over the past four years. 

The second issue is investor concern that tecent growth of lower-priced bagged cereals and 
store brands will inhibit the growth of premium quality, national cereal brands. In fact, our Big G 
cereal business has strengthened its market position in recent years by focusing on superior prod- 
2 uct quality and consistent, brand-building marketing support. Big G pound market share 

including acquired brands exceeded 25 percent in 1998, up from 21 percent in 1988. And our 
share of category dollar sales has grown by more than 7 percentage points over the decade to a 
recent high of 31 percent. We believe Big G s lineup of distinctive, value-added brands has excel¬ 
lent prospects for continued volume and market share growth. We intend to drive cereal growth 
in 1999 with product improvements, health news and brand-building marketing, effective trade 
merchandising programs and good new products. 

OUR PLANS FOR GROWTH General Mills’ objective for 1999 is to deliver superior perfor¬ 
mance, consistent with our long-term goals. Those goals are: to achieve 12 percent average annual 
growth in earnings per share; to generate a minimum 25 percent return on invested capital; to 
exhibit financial strength that merits an "A” bond taring; and, as mentioned earlier, to pay out 
between 50 and 60 percent of earnings as dividends. 

Three factors will be key to achieving our 12 percent earnings per shate growth goal in 1999- 
First, we need to generate strong unit volume growth across our businesses. Over the past five 
years, we’ve increased out worldwide unit volume at a 5 percent compound rate. Our goal is to 
sustain this growth by building established brands, developing distinctive new products and 
expanding our channels of distribution. The second key to fiscal 1999 earnings growth will be 
improving productivity. We see plenty of opportunities to increase efficiency company wide. 
Finally, our growth goals requite that we realize increasing profit contributions from our interna¬ 
tional operations. Our Cereal Partners Worldwide joint venture with Nestle is the most impor¬ 
tant factor to our international growth, and remains on track to reach overall operating 
profitability in calendar 1999- ''feu’ll find more discussion of our plans for growth in the following 
pages of this annual report. 











General Mills Sales We’ve taken several important actions to enhance 

$6.8 billion General Mills’ prospects for strong growth in 1999 and 

beyond. We’ve improved our business structure to focus 
on key long-term growth opportunities. For instance, 
the new Betty Crocker division unites all of our ptod- 
uct lines and businesses most closely associated with 
the powerful Betty Crocker equity. Our new Global 
Convenience Foods organization draws together our 
fast-growing domestic and international snack food 
operations. We’ve taken actions to stimulate more and 
better innovation companywide by sharpening the focus 
and increasing the level of resources committed to new 
products and new business development. We’ve also 
consolidated the supply chains for our flout milling, foodservice and packaged food businesses. 
This will create next-generation productivity opportunities for us. We believe these actions will 
help us overcome a challenging operating environment and achieve our long-term growth goals. 

Ray Gilmartin, chairman, president and chief executive officer of Merck & Co., was elected 
to the General Mills Board of Directors during the year. In addition, a number of General Mills 
senior managers wete promoted to new or increased responsibilities. You’ll find many of them 
pictured in this annual report. 

The 10,228 women and men of General Mills are intensely focused on delivering superior 
performance and meeting our long-term goals. First and foremost, we are motivated by the pride 
that comes from winning. But our commitment to results is strengthened by our compensation 
programs, which emphasize performance-based variable pay over fixed salaries—and much of 
that variable component is in the form of stock-based programs. Virtually all General Mills 
employees ate shateholders, and our interests have always been closely aligned with those of the 
broader shateholder community. Recently, we’ve made that alignment even stronger. Changes in 
our incentive pay progtam have increased our focus on the rate and quality of earnings growth. 
And changes in our stock-based programs mean that now the size of stock option awards also 
varies directly with financial results. 

General Mills has a tecord of delivering superior growth and returns. We are committed to 
building upon that record in the years ahead. 



Stephen W. Sanger 
Chairman of the Board and 
Chief Executive Officer 


C^/CX^Sl 

Charles W. Gaiiiard 
President 


Raymond G. Viault 
Vice Chairman 


August S, 1998 




OUR PLANS FOR GROWTH 


WE’LL BUILD OUR LEADING BRANDS 



BRAND-BUILDING 
IN THE CEREAL AISLE 


Chex is one of the cereal mar¬ 
ket's biggest brands, account¬ 
ing for more than 2 percent 
of category sales. We acquired 
the popular Chex franchise 
in late fiscal 1997, and in 1998 
we focused strong efforts 
on building this brand. We 
restored solid levels of con¬ 
sumer advertising that high¬ 
lights Cbex's all-family appeal. 
We improved product quality. 
And we increased manufac¬ 
turing capacity by over 20 per¬ 
cent to accommodate consumer 
demand. In 1999, we plan to 
add to Chex franchise momen¬ 
tum with the launch of Honey 
Nut Chex. The lightly sweet¬ 
ened corn and rice cereal will 
begin appearing on grocery 
shelves this August. 



We market some of the most recognized and ttusted brands in the 
food industry. Today, our brands hold the No. 1 or No. 2 position in 
a variety of attractive grocety categories. We plan to keep our lead¬ 
ing brands vital with a steady diet of ptoduct improvements, inno¬ 
vation and consumer-focused marketing. 

SUPERIOR PRODUCT QUALITY Supetior quality is key to ensuting 
that consumers choose our brands ovet competitive offetings, includ¬ 
ing lower-price alternatives. We use consumer taste tests to deter¬ 
mine how our products stack up, and consider our brands superior 
only when at least 60 percent of consumers agree. In three years, we 
have nearly doubled the percent of our volume that meets this high 
standard, reflecting the success 
of ongoing product improve¬ 
ment efforts. Our 1999 plans 
include meaningful improve¬ 
ments on several key brands, 
such as Super Moist cakes and 
Rich & Creamy frosting. 

MAKING NEWS Product 
news keeps established brands 
growing. In fiscal 1998, news 
linking whole-grain oats and 
cholesterol reduction helped 
Cheerios post 5 percent retail volume growth. In 1999, we’ll deliver 
strong health messages on Total cereal, which provides 100 percent of 
the daily value of folic acid and is an excellent source of calcium. We’ll 
put Betty Crocker Hamburger Helper in the spotlight with the launch of 
a seven-flavor Helper Supreme line, and we’ll bring new varieties such as 
Betty Crocker Double Chocolate muffins to the baking aisle. 

BRAND-BUILDING MARKETING Innovative marketing focused on 
unique product attributes builds brands. Were extending Wheaties ! 
heritage as the “ Breakfast of Champions ” by introducing golf star 
Tiger Woods as the brands newest spokesperson, and we’re enrich¬ 
ing the Betty Crocker legacy with our popular Betty Crocker Web site. 
In 1999, we’ll generate excitement with events including a Wheaties 
75 th anniversary celebration and a variety of other brand-focused 
marketing programs. 



jpjfj' f§|§ HI 

Big G Cereals 

$7,600 

31% 

2 

Betty Crocker Desserts 

1,000 

45 

1 

Family Flour* 

360 

42 

1 

Helper Dinner Mixes 

490 

74 

1 

Potato Mixes 

300 

51 

1 

Pop Secret Popcorn 

650 

24 

2 

Fruit Snacks 

400 

56 

1 

Refrigerated Yogurt* 

1,720 

27 

2 


Source: ACNielson, all measured outlels 
*Dala for over $2 million grocery stores only 


Ken Powell, senior vice president and president, Big G Cereals; and Chris Shea, senior vice president and president, Betty Crocker. |> 
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OUR PLANS FOR GROWTH 


WE’LL FOCUS ON STRONG INNOVATION 


New products are critical to our long-term growth. In recent years, 
an average 27 percent of our volume has come from products five 
years old or less. Looking ahead, our goal is to deliver bigger and 
better innovation that provides meaningful consumer benefits and 
builds our businesses. 

MORE OF A GOOD THING Our innovation efforts are focused on 
consumer needs. When it comes to snacks, consumers crave variety. 
New HomeStyle Pop Secret popcorn and new fruit snack products drove 
good volume and share growth in 1998. ~We plan to keep delivering 
variety in 1999 with new entries such as ScoobyDoo shaped fruit snacks 
and changing-flavor Fruit by the Foot Flavor Wave. Consumers want 
mix products that make popular foods a snap to prepare. Our new 
Betty Crocker Stir ’n Bake desserts, 
prepared by jusr adding water, 
were well received in 1998. And 
new varieties of Betty Crocker sea¬ 
soned mashed potatoes drove 
10 percent unit volume growth in 
our specialty potatoes business. 
Consumers also are asking for 
nutritious foods to ear on the go. 
We're responding with Go-gurt , a 
truly portable yogurt snack that is 
entering wesrern U.S. markets lare 
rhis summer. 

PRIMING THE PUMP To meetour 
long-term growth goals, we’re after really big ideas—everything from 
new packaging concepts to new health benefits to new food technolo¬ 
gies. We have recently taken actions to accelerate the flow of our inno¬ 
vation pipeline. Our operating divisions now focus at least 25 percent 
of total resources on new products and new business ideas. We’ve char¬ 
tered the Bell Institute for Health and Nutrition to concentrate on 
developing products that meet consumers’ needs in this key area. 
We’ve intensified our efforts on innovations that cut across our interna¬ 
tional and domestic operations. And we’ve formed the New \fentures 
group to explore ideas that fall outside the chatters of our existing divi¬ 
sions. Wfe expect these focused resources to fuel increased innovation 
companywide and help us deliver breakthrough new products. 


U.S. Retail 
Unit Volume 

Percent from 
new products 



94 95 96 97 98 


■ Products five years old 
or less 



INNOVATION IN 
THE DAIRY CASE 


Strong levels of innovation 
have been key to increasing 
dollar market share for our 
Yoplait and Colombo brands 
to nearly 27 percent, up 
2 share points from fiscal 1997. 
We used a steady stream of 
indulgent new flavor varieties 
to drive 19 percent volume 
growth in our core yogurt lines 
in 1998. Well build on that 
momentum in established lines 
with new varieties such as 
orange creme Yoplait, rasp¬ 
berry lemonade Colombo and 
strawberry kiwi Trix. And this 
summer we'll begin introduc¬ 
ing a real breakthrough in the 
yogurt category— Go-gurt. 
Forget the spoon— this yogurt 
in a tube is ready to go, refrig¬ 
erated or frozen. 



<| From left: Marc Belton, senior vice president and president, New Ventures; Ian Friendly, vice president and president, 
Yoplait-Colombo; and Danny Strickland, senior vice president, Innovation, Technology & Quality. 










OUR PLANS FOR GROWTH 



EVERYWHERE 
CONSUMERS SNACK 


Consumers buy many of their 
snacks on a whim, so our brands 
must be available everywhere 
from convenience store coun¬ 
ters to health club snack bars. 
Single unit sales for our snack 
products grew over 30 percent 
in fiscal 1998, driven by strong 
growth in Chex Mix and Pop 
Secret popcorn. And sales of 
our snack brands in vending 
machines increased 22 percent, 
including strong growth in 
Bugles volume. In 1999, we’ll 
add Pop Secret to our vending 
business, capitalizing on 
growth in the $3 billion candy 
and snacks vending market. 
And we'll continue to identify 
new distribution channels for 
our popular snack brands, 



WE’LL BE EVERYWHERE CONSUMERS ARE| 


Consumers are buying food in a lot of different places these days, so 
our goal is to make sure our brands have a strong presence in a wide 
range of food channels. 

THE FOODSERVICE OPPORTUNITY Total foodservice sales exceed 
$300 billion and are growing faster than food industry sales as a 
whole. Foodservice operators and customers alike are interested in 
leading consumer brands, so these outlets represent excellent 
growth opportunities for us. General Mills’ foodservice unit volume 
has grown at a strong pace in recent years, including a 6 percent 
gain in 1998. We posted 12 percent growth in yogurt volume by 
capitalizing on the USDA ruling approving yogurt as a protein in 
school lunches. We increased our No. 2 market share in cereals with 
a 12 percent gain in bowlpack 
volume. And we sustained our 
market leadership position in 
dessert mixes. In 1999, we expect 
continued growth from these busi¬ 
nesses, and increasing contribu¬ 
tions from new products 
including Betty Crocker Casseroles. 

We’re targeting a broader penetra¬ 
tion of our products in vending 
machines and other foodservice 
outlets. We’re also testing new growth platforms such as our Colombo 
frozen refreshment center, a foodservice retail concept that features 
frozen yogurt drinks in addition to soft-serve yogurt. 

NEW RETAIL CHANNELS Non-traditional retail channels — 
including convenience stores, membership clubs, drug stores and 
mass merchandisers— represent a growing share of food sales and 
an opportunity for our brands. In 1998 for example, our efforts to 
reach consumers in alternative retail channels with our snack 
brands netted a 12 percent volume gain. In addition, we are work¬ 
ing to build our business with new retail accounts that successfully 
reach ethnic consumers. Going forward, our brands will be a great 
asset as we continue to expand our distribution to reach consumers 
wherever they are. 


Foodservice 
Unit Volume Growth 

index: 1994=100 



94 95 96 97 98 


Bob Stretmater (left), vice president and president, Foodservice; and Peter Capeil, vice president and president, 
Snacks Unlimited. [> 
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OUR PLANS FOR GROWTH 

WE’LL CONTINUE TO BOOST PRODUCTIVITY 



Productivity gains are key to growing earnings faster than sales. We 
have achieved outstanding productivity increases in recent years and 
plan to improve margins going forward with ongoing efficiency gains. 

LOWER COST PER CASE We have been finding ways to buy 
smarter, manufacture more efficiently and distribute our products at 
lower cost. As a result, from 1991 to 1997 we cut the average cost of 
manufacturing and distributing a case of product by 3 percent. In 
1998, strong productivity and improved operating leverage com¬ 
bined to lower our average cost an additional 5 percent. 

Our goal is to deliver ongoing productivity gains with inno¬ 
vative thinking and breakthrough performance. For example, 
we’ve borrowed techniques from racing pit crews to achieve a 
30 percent reduction in the time 
it takes us to change a cereal line 
from one product to another. The 
result is significant cost savings 
and an important increase in 
manufacturing capacity. We 
currently are working to more 
closely integrate our flour 
milling, foodservice and pack¬ 
aged foods supply chains. This 
consolidation creates excellent 
opportunities to tap new sources of productivity and further 
reduce our manufacturing and distribution cost per case. 

PRODUCTIVITY COMPANYWIDE We’re committed to unlocking 
productivity gains everywhere at General Mills. For instance, in 
our sales organization, plans call for continuing to deliver 
dynamic promotional and merchandising events that generate 
excitement in the grocery aisle, while reducing our trade costs per 
case. Targeted actions to eliminate inefficient spending will help 
drive profitable volume growth for our brands. And across all of 
our corporate funcrions, were exploring outsourcing and other 
strategies to increase efficiency and reduce administrative expense. 
Companywide, we are focused on putsuing innovations that pro¬ 
duce ongoing productivity gains. 


Manufacturing & 
Distribution Cost 
per Case 

Index: 1991=100 




SUPPLY CHAIN 
CONSOLIDATION 


Many of our strong produc¬ 
tivity gains to date have come 
from identifying opportunities 
within the separate supply 
chains for our flour milling, 
foodservice and packaged 
foods operations. We recently 
consolidated these activities, so 
now we can begin unlocking 
efficiencies between our vari¬ 
ous supply chains. We see great 
opportunities to increase pur¬ 
chasing leverage by combining 
raw material orders. We're con¬ 
fident that we can lower stor¬ 
age costs by integrating 
warehouse space and eliminat¬ 
ing seasonal overflows. And 
we have plans to lower ship¬ 
ping costs by merging distri¬ 
bution networks. 



<| Randy Darcy (left), senior vice president, Operations; and Jeff Rotsch, senior vice president, Consymer Foods Sales. 






OUR PLANS FOR GROWTH 


WE'LL BUILD BRANDS IN GLOBAL MARKETS 



A WORLD 
OF OPPORTUNITY 


Cereal Partners Worldwide 
began operations in 
January 1991 in the United 
Kingdom, France, Spain and 
Portugal. Today CPW competes 
in 70 markets worldwide and 
holds a strong No. 2 position 
with an 18 percent combined 
market share. CPW is increasing 
its business in part by building 
core brands in established 
markets, like the Shredded 
Wheat line in the U.K. It's also 
expanding into new markets, 
including several Eastern 
European countries. Production 
for these markets centers in 
Poland, where CPW holds a 
90 percent market share. The 
company is on track to reach 
its goal of a 20 percent world¬ 
wide share by the year 2000. 



Consumers around the world respond to our brands, and in the 
1990s we’ve been aggressively building a global presence. Our 
international unit volume has increased at a 12 percent annual com¬ 
pound rate over the last five years, and our international sales now 
exceed $1 billion. 

A POWERFUL NETWORK OF JOINT VENTURES Our international 
growth strategy begins with a powerful network of joint ventures. 
The fastest growing of these is Cereal Partners Worldwide (CPW), 
our strategic alliance with Nestle. From a standing start in 1991 > 
CPW has reached $795 million in sales and has operations in 
70 international markets. In 1998, CPW continued building core 
brands in 'established markets and expanded to new markets 
including Russia, Hungary and 
the Czech Republic. Unit vol¬ 
ume for the 12 months included 
in our fiscal year rose 19 per¬ 
cent—CPWs sixth consecutive 
year of double-digit volume 
growth. This strong progress 
keeps CPW on track to reach its 
goal of $1 billion in profitable 
sales by the year 2000. 

With $900 million in sales, 
our Snack Ventures Europe (SVE) partnership with PepsiCo is conti¬ 
nental Europe’s largest snack company. SVE posted 11 percent unit 
volume growth in 1998 and currently operates in nine markets. 
Going forward, SVE will focus on building core brands, expanding 
to new markets and capitalizing on growth opportunities such as the 
planned acquisition of United Biscuits’ salty snack brands in France. 

International Dessert Partners (IDP), our Latin American 
dessert mix venture with Bestfoods, began operations in April 1996 
and currently competes in eight markets. IDP posted 4 percent vol¬ 
ume growth in 1998. This venture is currently focusing on expand¬ 
ing distribution and its product assortment. 

During 1998, we announced the formation of Tong Want, a 
joint venture with Want Want Holdings Ltd. of Singapore. This 
venture has a goal of establishing a savory snacks business in China. 
Operations are expected to begin in calendar 1999. 


International Volume 
Growth 

5 Yr CGR=12% 



From left: Steve Demeritt, executive vice president and chief executive officer, Cereal Partners Worldwide; Jon Finley, 
senior vice president, Global Convenience Foods; and Christi Strauss, vice president and president, Canada Foods. [> 
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OUR PLANS FOR GROWTH 


WE’LL BUILD BRANDS IN GLOBAL MARKETS 


CANADA FOODS AND EXPORT OPERATIONS Volume for General Mills’ Canada Foods business grew 
6 percent in 1998. Today our brands hold a 19 percent dollar shate of the Canadian cereal market, and 
have No. 1 or No. 2 positions in desserts, dinner mixes and various snack food categories. Our 1999 
growth plans include the introduction of Betty Crocker potato mixes in Canada. In addition, we expect 
our recent restructuring actions, which aligned Canadian and U.S. operations, to result in production 
efficiencies and other synergies in 1999 and beyond. 

Our export operations market General Mills brands in 85 countries. We also have a leadership 
position in the marketing of snack pellets to regional companies who produce Bugles and a variety of 
other snack forms. Our growth plans for these activities are focused on developing new international 
business partnerships and expanding to new matket areas. 

Going forward, we expect our international operations to be increasingly important contributors 
to General Mills’ growth. Over the next three years, our international operations should contribute an 
average 10 to 20 percent of our anticipated profit growth. 


In Millions, Fiscal Year Ended 

1998 

1997 

1996 

1995 

1994 

Joint Ventures 






Pro rata sales 

$ 780.7 

$ 728.2 

$705.7 

$584.0 

$476.4 

Earnings after tax 

(2.9) 

(6.3) 

(2.8) 

(6.6) 

(7.3) 

Invested capital 

214.3 

234.6 

229.8 

228.8 

180.1 

100% Owned* 






Total sales 

277.4 

274.5 

260.5 

238.9 

224.5 

Earnings after tax 

18.0 

17.5 

18.8 

16.2 

18.1 

Invested capital 

74.7 

109.9 

107.4 

106.0 

99.7 

Total International 






Sales 

1,058.1 

1,002.7 

966.2 

822.9 

700.9 

Earnings after tax 

15.1 

11.2 

16.0 

9.6 

10.8 

Invested capital 

289.0 

344.5 

337.2 

334.8 

279.8 


‘Canada and Export Operations 



MANAGEMENT’S DISCUSSION AND ANALYSIS 


We believe the keys to delivering increased value for General 
Mills’ shareholders are profit growth, high returns on the capi¬ 
tal employed in our businesses, and financial strength. This sec¬ 
tion of the annual report discusses the recent results of our 
operations, our financial position and out risk management. 

RESULTS OF OPERATIONS - 1998 VS. 1997 

Our record financial results in fiscal 1998 were driven by strong 
growth in worldwide unit volumes and continued productivity 
gains. For the 53-week period ended May 31, 1998, reported 
sales grew 8 percent to $6.03 billion. Earnings after tax grew 
10 percent to reach $522 million before unusual items. Basic 
earnings per share of $3.30 and fully diluted earnings per share 
of $3.22 before unusual items also were up 10 percent from 
prior-year results. 

In the United States, unit volume grew 8 percent, and each 
one of our domestic operating divisions posted earnings growth 
of 10 percent or better. The unit volume increase included 
broad-based gains by established businesses, and strong contri¬ 
butions from the branded cereal and snacks businesses acquired 
from Ralcorp on Jan. 31, 1997. Excluding incremental volume 
contributed by these acquired brands in the first eight months 
of fiscal 1998, domestic unit volume grew 3 percent. 

Big G cereals led U.S. performance, with sales up 11 percent 
to $2.44 billion and total unit volume up 8 percent. This vol¬ 
ume gain reflected good growth by several key established 
brands including Cheerios , along with strong contributions from 
new Team Cheerios and Cinnamon Grahams plus the acquired 
Cookie Crisp and Chex cereals. Excluding incremental volume 
from acquired brands, Big G unit volume grew nearly 1 percent 
in 1998. 

U.S. convenience foods volume grew l6 percent, with 
double-digit gains recorded by both the snacks business and by 
our Yoplait-Colombo yogurt operations. Excluding the 
eight-month incremental volume provided by the Chex Mix 
snack line, convenience foods volume was up 8 percent for the 
year. Combined unit volume for Betty Crocker baking and 
dessert products, dinner mixes and side dishes grew 2 percent. 
Foodservice volume was up 6 percent for the year. 

International unit volume, including our proportionate share 
of joint-venture results, grew 15 percent in 1998. International 
earnings increased 35 percent to exceed $15 million after tax. 
Cereal Partners Worldwide (CPW), our joint venture with 
Nestle, led international performance, posting 19 percent unit 
volume growth and strong profit progress. CPW operations in 
the four initial markets entered in 1991 reached profitability in 
1994, and the venture is expected to reach operating profitability 
overall in calendar 1999- Snack Ventures Europe (SVE), our joint 
venture with PepsiCo, recorded an 11 percent unit volume gain in 
1998, led by strong performance in Spain and Russia. Unit vol¬ 
ume grew 4 percent for International Dessert Partners (IDP), out 
joint venture in Latin America with Bestfoods. 


The stronger operating leverage created by our unit volume 
growth, along with productivity gains and favorable raw mate¬ 
rial costs, combined to reduce 1998 cost of goods sold to 
39-6 percent of sales, nearly 2 percentage points lower than 

1997 levels. Selling, genetal and administrative expense was 
1.5 points higher as a percentage of sales in 1998. That increase 
was consistent with our plans to restore a balanced level of mar¬ 
keting support under our brands, following spending reduc¬ 
tions made in the previous year to partially offset lower cereal 
prices. Despite this increase in expense for brand-building, 
earnings before interest and taxes grew nearly 11 percent in 

1998 to 15-7 percent of sales, a margin improvement of .4 points 
from the prior year. 

Our good earnings growth was coupled with a strong return 
on invested capital. Return on average invested capital (ROC) 
before unusual items was 23-9 percent in 1998. This was down 
slightly from 24.6 percent in 
1997, reflecting the full-year 
impact of the Ralcorp acquisi¬ 
tion, but it still ranks among 
the highest returns on capital 
in U.S. industry. Our financial 
goals include a targeted mini¬ 
mum ROC of 25 percent, and 
we expect to meet that objec¬ 
tive in 1999- 

Net earnings for 1998 
included restructuring charges 
of 63 cents per share, which 
primarily related to improving 
the cost structure of our North American cereal operations. We 
shut down one cereal line at our Lodi, Calif., facility and closed 
our two smallest plants, located in Chicago, Ill., and Etobicoke, 
Ontario. Annual ongoing cost savings from these actions are esti¬ 
mated at 14 cents per share. Net earnings in 1997 included a non¬ 
cash charge of 18 cents per share for the adoption of SFAS No. 121 
(accounting for the impairment of long-lived assets.) Including 
these unusual items in both years, basic earnings per share were 
$2.67 in 1998 and $2.82 in 1997. Diluted earnings per share after 
unusual items were $2.60 in 1998 and $2.76 in 1997. 

Net interest expense totaled $117.2 million in 1998, up ftom 
$100.5 million in 1997 and $101.4 million in 1996 due to 
increased borrowings associated with the Ralcorp acquisition 
and our ongoing shate repurchase program. Given our continu¬ 
ing share repurchases and other investment activities, we expect 
somewhat higher net interest expense in 1999. 

The effective income tax race on earnings as reported in 1998 
was 36.3 percent. Excluding the unusual items described above, 
our effective tax rate was 37.0 percent in 1998, compared to 
36.6 percent in 1997 and 36.8 percent in 1996. 


Cash Flow From 
Operations 

dollars in millions 





94 95 96 97 98 
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It is our view that changes in the rate of inflation have not 
had a significant effect on profitability from continuing opera¬ 
tions over the three most recent years. We attempt to minimize 
the effects of inflation through appropriate planning and oper¬ 
ating practices. Our market risk management practices are dis¬ 
cussed later in this section. 

Fot a discussion of new accounting rules effective in future fis¬ 
cal yeats, see Note One to the consolidated financial statements. 

1997 COMPARED TO 1996 

For the year ended May 25,1997, earnings before unusual items 
totaled $474.6 million and basic earnings per share were $3.00. 
These results were essentially flat compared to 1996, when 
earnings totaled $476.4 million and basic earnings per share 
were $3 00. 

Three primary factors hindered 1997 earnings progress. The 
most significant of these was price deflation in the U.S. teady- 
to-eat cereal market, as the major competitors lowered prices. 
Big G’s actions reduced prices an average 11 percent on cereal 
brands accounting for 42 percent of volume. The second factor 
to affect 1997 earnings was lower-than-expected unit volume 
growth in the second half of the year. This shottfall was largely 
related to Big G volume declines in the second half, when 
reductions in marketing spending made to partially offset the 
price declines interrupted momentum. And finally, 1997 earn¬ 
ings were reduced approximately 5 cents per share as antici¬ 
pated by the acquisition of the Ralcorp branded cereal and 
snacks businesses. 

Total domestic unit volume for established businesses grew 
3 percent in 1997 and, including the acquired Ralcorp brands 
for the final four months of the year, total U.S. volume was up 
more than 4 percent. Market shares were even or up for nearly 
all of our major retail businesses. In addition, foodservice opera¬ 
tions posted a 6 percent volume gain. International unit vol¬ 
umes, including our share of joint venture results, grew 
7 percent. Total international eatnings were below the prior 
year's, however, as a result of development spending for the IDP 
joint venture with Bestfoods, and lower sales and unit volumes 
for the SVE joint venture with PepsiCo. 

Fiscal 1996 basic earnings per share of $3-00 represented a 
28 percent increase from prior-year results. In the United 
States, unit volume grew 7 percent, led by 10 percent growth in 
Big G cereal volume. International results included overall unit 
volume growth of 13 percent and a more than 50 percent 
improvement in earnings. 

FINANCIAL CONDITION 

We continue to believe that the ratios of fixed charge coverage 
and cash flow to debt are the most important measures of our 
financial strength. The fixed charge coverage ratio measures the 
numbet of times each year that we earn enough to covet fixed 
charges. The cash flow to debt ratio measures the amount of 
cash we generate each year as a percentage of our total debt. 
Fiscal 1998 fixed charge coverage of 6.8 times excluding 


unusual items remains very strong. Our cash flow to debt 
declined slightly to 34.6 percent, due to increased debt levels associ¬ 
ated with the Ralcorp acquisition and share repurchase activity. 
We expect this ratio to increase in 1999. 

Our balance sheet reflects the impact of several recent trans¬ 
actions. At the end of fiscal 1995, we spun off our restaurant 
operations, reducing shareholders’ equity by approximately 
$1.2 billion. In January 1997, we acquired the branded ready- 
to-eat cereal and snack businesses from Ralcorp. For this trans¬ 
action, we issued approximately $355 million in General Mills 
common stock (approximately 5.4 million shares) to Ralcorp 
shareholders and assumed about $215 million of Ralcorp public 
debt and related accrued interest. This acquisition has been 
accounted for using the purchase method of accounting. 
Acquired goodwill totals approximately $550 million and will 
be amortized on a straight line basis over 40 years. Under our 
ongoing share repurchase program, we made open-market pur¬ 
chases totaling 6.2 million shares in fiscal 1997 and 7.5 million 
shares in 1998. These purchases totaled nearly $900 million 
and reduced stockholders’ equity. As a result, stockholders’ 
equity represents $190,2 million of our $2,491.9 million in 
total capital for 1998. 

The company’s capital structure is shown in the table below. 

CAPITAL STRUCTURE 


In Millions 

May 31,1998 

May 25,1997 

Notes payable 

$ 264.1 

$ 204,3 

Current portion of 



long-term debt 

153.2 

139.0 

Long-term debt 

1,640.4 

1,530.4 

Deferred income taxes - 



tax leases 

129.1 

143.7 

Total debt 

2,186.8 

2,017.4 

Debt adjustments: 



Leases - debt equivalent 

218.1 

184.4 

Marketable investment. 



at cost 

(103.2) 

(132.7) 

Adjusted debt 

2,301.7 

2,069.1 

Stockholders' equity 

190.2 

494.6 

Total capital 

$2,491.9 

$2,563.7 


We intend to manage our businesses and financial ratios so as 
to maintain an “A” bond rating, which allows access to financ¬ 
ing at reasonable costs. Currently, General Mills’ publicly 
issued long-term debt carries ratings of “A2” (Moody’s Investors 
Services, Inc.) and “A+” (Standard and Poors Corporation). Our 
commercial paper has ratings of "P-1 ” (Moody’s) and "A-l” 
(Standard and Poor’s) in the United States and “R-l (middle)” in 
Canada (Dominion Bond Rating Service). 

The debt equivalent of our leases and defetred income taxes 
related to tax leases are both fixed-rate obligations. The accom¬ 
panying table, when reviewed in conjunction with the capital 
structure table above, shows the composition of our debt struc¬ 
ture including the impact of derivatives. 







DEBT STRUCTURE 


MARKET RISK MANAGEMENT 


Dollars in Millions 

May 31,1998 

May 25,1997 

Floating-rate debt 

$ 819.3 

36% 

$ 706.0 

34% 

Fixed-rate debt 

Leases - debt 

1,135.2 

49 

1,035.0 

50 

equivalent 

Deferred income 

218.1 

9 

184.4 

9 

taxes - tax leases 

129.1 

6 

143.7 

7 

Total debt 

$2,301.7 

100% 

$2,069.1 

100% 


Commercial paper is a continuing source of short-term 
financing. We can isssue commercial paper in the United States 
and Canada, and subsequent to year end, we established a 
European commercial paper program. Bank credit lines ate 
maintained to ensure availability of short-term funds on an as- 
needed basis. As of May 31,1998, we had fee-paid credit lines of 
$700 million. 

Our shelf registration statement permits us to issue up to 
$232 million net proceeds in unsecured debt securities. The shelf 
registration authorizes a medium-term note program that pro¬ 
vides additional flexibility in quickly accessing the debt markets. 

Sources and uses of cash in the past three years are shown in 
the accompanying table. 

CASH SOURCES (USES) 


In Millions 

1998 

1997 

1996 

From continuing 




operations 

$ 775.3 

$ 594.1 

$ 676.4 

From discontinued 




operations 

(5.8) 

(6.8) 

(16.6) 

Fixed assets and 




other investments, 




net - continuing 

(233.0) 

(231.8) 

(173.9) 

Change in marketable 




securities 

29.7 

39.7 

.9 

Proceeds from disposition 




of businesses 

- 

6.5 

- 

Increase (decrease) in 




outstanding debt - net 

198.9 

221.9 

(164.8) 

Common stock issued 

92.5 

60.5 

38.0 

Treasury stock purchases 

(524.9) 

(361.8) 

(35.6) 

Dividends paid 

(336.3) 

(320.7) 

(303.6) 

Other 

(2.8) 

(9.4) 

(13.2) 

Increase (decrease) 
in cash and 
cash equivalents 

$ (6.4) | 

$ (7.8) 

$ 7.6 


Continuing operations generated $181.2 million more cash 
in 1998 than in 1997, primarily due to strong earnings growth 
tecorded by domestic operations and a positive impact from the 
change in working capital. 

Capital investment for fixed assets and joint venture develop¬ 
ment totaled approximately $211 million in 1998, compared 
with $209 million in 1997. For fiscal 1999 through 2001, we 
cutrently expect our capital investment needs to avetage about 
$225 million annually. 


General Mills is exposed to market risk stemming from 
changes in interest rates, foreign exchange rates and commodity 
prices. Changes in these factors could cause fluctuations in our 
earnings and cash flows. In the normal course of business, we 
actively manage our exposure to these market risks by entering 
into various hedging transactions, authorized under company 
policies that place clear controls on these activities. Our hedging 
transactions involve the use of a variety of derivative financial 
instruments. We use derivatives only where there is an underly¬ 
ing exposute; we do not use them for trading or speculative pur¬ 
poses. Additional information regarding our use of financial 
insttuments is included in Note Seven to the consolidated finan¬ 
cial statements. 

Interest rates - We manage our debt structure and our inter¬ 
est-rate risk through the use of fixed- and floating-rate debt, 
and through the use of derivatives. We use interest-rate swaps to 
hedge our exposure to interest rate changes, and also to lower 
our financing costs. Generally under these swaps, we agree with 
a counterparty to exchange the difference between fixed-rate and 
floating-rate interest amounts based on an agreed notional prin¬ 
cipal amount. Our primary exposure is to U.S. interest rates. 
Foreign currency rates - Foreign currency fluctuations can 
affect our net investments and earnings denominated in foreign 
currencies. We primarily use foreign currency fotward contracts 
and option contracts to selectively hedge our exposure to 
changes in exchange rates. These contracts function as hedges 
since they change in value inversely to the change created in the 
underlying exposure as foreign exchange rates fluctuate. Our 
primary exchange tate exposure is with various European cur¬ 
rencies and the Canadian dollar against the U.S. dollar. 
Commodities - Certain ingredients used in our products are 
exposed to commodity price changes. We manage this risk 
through an integrated set of financial instruments, including 
purchase orders, non-cancelable contracts, futures contracts, 
futures options and swaps. Our primary commodity price expo¬ 
sures are with cereal grains, sugar, fruits, other agricultural 
products, vegetable oils, packaging materials and energy costs. 
Value at risk — These estimates are intended to measure the 
maximum potential fair value or earnings General Mills could 
lose in one day from adverse changes in market interest rates, 
foreign exchange rates or commodity prices, under normal mar¬ 
ket conditions. A variance/co-variance value at risk (VAR) 
methodology was used to quantify the market risk for our expo¬ 
sures. The models assumed normal market conditions and used 
a 95 percent confidence level. 

The VAR calculation used historical interest rates, foreign 
exchange tates and commodity prices from the past year to esti¬ 
mate the potential volatility and correlation of these rates in the 
future. For interest rate and foreign exchange rate market fac¬ 
tors, the data were dtawn from the JP Morgan RiskMetrics™ 
dataset. The calculations are not intended to represent actual 
losses in fair value or pre-tax earnings that we expect to incur. 



The model does not consider favorable changes in market rates. 
Further, since the hedging instrument (the derivative) inversely 
correlates with the underlying exposure, we would expect that 
any loss or gain in the fair value of our derivatives would be 
generally offset by an increase or decrease in the fair value of our 
undetlying exposures. The positions included in the calcula¬ 
tions were: debt, investments, interest rate swaps, foreign 
exchange forwards and commodity swaps, futures and options. 
The calculations do not include the underlying foreign 
exchange and commodities-related positions that are hedged by 
these market-risk sensitive instruments. 

The table below presents the estimated maximum potential 
one-day loss in fair value or pre-tax earnings fot our interest 
rate, foreign currency, and commodity market-risk sensitive 
instruments outstanding at May 31,1998, calculated using the 
VAR methodology described above. 


In Millions 

Fair Value Impact 

Pre-tax 
Earnings Impact 

Value at risk amounts 



Interest rate instruments 

$5.3 

$ .2 

Foreign exchange rate 



instruments 

.6 

.2 

Commodity instruments 

1.5 

1.5 


YEAR 2000 

The year 2000 issue is the result of computer programs written 
using two digits (rather than four) to define years. Computers or 
other equipment with date-sensitive software may recognize 
“00” as 1900 rather than 2000. This could result in system fail¬ 
ures or miscalculations. If we, or our significant customers or 
suppliers, fail to correct year 2000 issues, our ability to operate 
our businesses could be affected. 

We have assessed the impact of year 2000 issues on the pro¬ 
cessing of date-related information for all of our information 


systems infrastructute and non-technical assets (e.g., plant pro¬ 
duction equipment). All systems and assets have been invento¬ 
ried and classified as to their compliance with year 2000 data 
processing. Any systems found year 2000 deficient will be mod¬ 
ified, upgraded or replaced. Project plans anticipate all existing, 
critical information systems infrastructure to be year 2000 
compliant by the end of calendar 1998 and all plant production 
equipment to be year 2000 compliant by the middle of calendar 
1999- Contingency plans will be in place to address any failures 
resulting from relationships with customers, suppliers or other 
third parties. We cannot guarantee that circumstances beyond 
our control will not have an adverse impact on us. However, 
based on assessments and testing to date, we do not expect the 
financial impact of addressing any potential internal system 
issues to be material to our financial position, results of opera¬ 
tions or cash flows. 

CAUTIONARY STATEMENTS 

Here and elsewhere in this report to shareholders, we discuss 
some of our expectations regarding General Mills’ future per¬ 
formance. These forward-looking statements are based on our 
current views and assumptions. Actual results could differ 
materially from these current expectations and projections, and 
from historical performance. For example, our future results 
could be affected by such factors as: the competitive dynamics 
in the U.S. ready-to-eat cereal market, including competitive 
promotional spending levels; the rate of our unit volume 
growth and our product mix; fluctuations in the cost and avail¬ 
ability of supply-chain resources; currency rate fluctuations; 
and the effect of stock market conditions on our share repur¬ 
chase activity. Our 1998 Form 10-K contains futthet discussion 
of these matters. 



REPORT OF MANAGEMENT RESPONSIBILITIES 


The management of General Mills, Inc. is responsible fot 
the fairness and accuracy of the consolidated financial state¬ 
ments. The consolidated financial statements have been pre¬ 
pared in accordance with generally accepted accounting 
principles, using management’s best estimates and judgments 
where appropriate. The financial information throughout this 
report is consistent with our consolidated financial statements. 

Management has established a system of internal controls 
that provides reasonable assurance that assets are adequately 
safeguarded and transactions are recorded accurately in all 
material respects, in accordance with management’s authoriza¬ 
tion. \ftfe maintain a strong audit program that independently 
evaluates the adequacy and effectiveness of internal controls. 
Our internal controls provide for appropriate separation of 
duties and responsibilities, and there are documented policies 
regarding utilization of Company assets and proper financial 
reporting. These formally stated and regularly communicated 
policies demand highly ethical conduct from all employees. 


The Audit Committee of the Board of Directors meets regu¬ 
larly to determine that management, internal auditors and 
independent auditors are properly discharging their duties 
regarding internal control and financial reporting. The inde¬ 
pendent auditors, internal auditors and employees have full and 
free access to the Audit Committee at any time. 

The independent auditors KPMG Peat Marwick LLP were 
retained to audit our consolidated financial statements. Their 
report follows. 

S.W Sanger 7 
Chairman of the Board and 
Chief Executive Officer. 

C.W. Gaillard 
President 



R.G. Viault 
Vice Chairman 


REPORT OF THE AUDIT COMMITTEE 


The Audit Committee of the Board of Directors is composed 
of six outside di tec tors. Its primary function is to oversee the 
Company’s system of internal controls, financial teporting prac¬ 
tices and audits to ensure that their quality, integrity and objec¬ 
tivity are sufficient to protect stockholder interests. 

The Audit Committee met three times during 1998 to 
review the ovetall audit scope, plans and results of the internal 
auditors and independent auditors, the Company’s internal con¬ 
trols, emerging accounting issues, officer and director expenses, 
audit fees, goodwill and other intangible values, and the audits 
of the employee benefit plans. The Committee also met sepa¬ 
rately without management present and with the independent 
auditors to discuss the audit. The Committee also reviewed the 


Company's annual financial statements and, acting with other 
Board members, approved them before issuance. Audit 
Committee meeting results were reported to the full Board of 
Directors. The Audit Committee recommended to the Board 
that KPMG Peat Marwick LLP be reappointed for 1999, sub¬ 
ject to the ratification of stockholders at the annual meeting. 

The Audit Committee is satisfied that the internal control 
system is adequate and that the Company employs appropriate 
accounting and auditing procedures. 

M.D. Rose 

Chairman, Audit Committee 


INDEPENDENT AUDITORS’ REPORT 


The Stockholders and the Board of Directors of 
General Mills, Inc.: 

We have audited the accompanying consolidated balance 
sheets of General Mills, Inc. and subsidiaries as of May 31, 
1998 and May 25, 1997, and the related consolidated state¬ 
ments of earnings, stockholders’ equity and cash flows for each 
of the fiscal years in the three-year period ended May 31,1998. 
These consolidated financial statements are the responsibility 
of the Company’s management. Our responsibility is to express 
an opinion on these consolidated financial statements based 
on our audits. 

We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perfotm the audit to obtain reasonable assurance 
about whether the financial statements are free of material mis¬ 
statement. An audit includes examining, on a test basis, evi¬ 
dence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, 


as well as evaluating the overall financial statement presenta¬ 
tion. We believe that our audits provide a reasonable basis for 
our opinion. 

In our opinion, the consolidated financial statements 
referred to above present fairly, in all material respects, the 
financial position of General Mills, Inc. and subsidiaries as 
of May 31,1998 and May 25,1997, and the results of their oper¬ 
ations and their cash flows for each of the fiscal years in the 
three-year period ended May 31,1998 in conformity with gen¬ 
erally accepted accounting principles. 

As discussed in Note Three to the consolidated financial 
Statements, the Company adopted the provisions of the 
Financial Accounting Standards Board's Statement No. 121, 
“Accounting for the Impairment of Long-Lived Assets and for 
Long-Lived Assets to Be Disposed Of,” in fiscal 1997. 

fW LL& 

Minneapolis, Minnesota 
June 30,1998 
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CONSOLIDATED STATEMENTS OF EARNINGS 


In Millions, Except per Share Data, Fiscal Year Ended 

May 31,1998 

May 25,1997 

May 26,1996 

Sales 

$6,033.0 

$5,609.3 

$5,416.0 

Costs and Expenses: 




Cost of sales 

2,389.3 

2,328.4 

2,241.0 

Selling, general and administrative 

2,498.6 

2,239.2 

2,128.3 

Depreciation and amortization 

194.9 

182.8 

186.7 

interest, net 

117.2 

100.5 

101.4 

Unusual items 

166.4 

48.4 

- 

Total Costs and Expenses 

5,366.4 

4,899.3 

4,657.4 

Earnings before Taxes and Earnings (Losses) from Joint Ventures 

666.6 

710.0 

758.6 

Income Taxes 

241.9 

258.3 

279.4 

Earnings (Losses) from Joint Ventures 

(2.9) 

(6.3) 

(2.8) 

Net Earnings 

$ 421.8 

$ 445.4 

$ 476.4 

Earnings per Share 

$ 2.67 

' ' $ 2.82 1 

$ 3.00 

Average Number of Common Shares 

158.1 

158.2 

158.9 

Earnings per Share - Assuming Dilution 

$ 2.60 

$ 2.76 

$ 2.94 

Average Number of Common Shares - Assuming Dilution 

162.3 

161.6 

162.0 

See accompanying notes to consolidated financial statements. 











CONSOLIDATED BALANCE SHEETS 


In Millions 

May 31,1998 

May 25,1997 

Assets 



Current Assets: 



Cash and cash equivalents 

$ 6.4 

$ 12.8 

Receivables, less allowance for doubtful accounts of $4.2 in 1998 and $4.1 in 1997 

395.1 

419.1 

Inventories 

389.7 

364.4 

Prepaid expenses and other current assets 

107.2 

107.3 

Deferred income taxes 

136.9 

107.7 

Total Current Assets 

1,035.3 

1,011.3 

Land, Buildings and Equipment at cost, net 

1,186.3 

1,279.4 

Other Assets 

1,639.8 

1,611.7 

Total Assets 

$3,861.4 

$3,902.4 

Liabilities and Equity 



Current Liabilities: 



Accounts payable 

$ 593.1 

$ 599.7 

Current portion of long-term debt 

153.2 

139.0 

Notes payable 

264.1 

204.3 

Accrued taxes 

148.5 

97.0 

Accrued payroll 

129.7 

129.4 

Other current liabilities 

155.1 

123.1 

Total Current Liabilities 

1,443.7 

1,292.5 

Long-term Debt 

1,640.4 

1,530.4 

Deferred Income Taxes 

284.8 

272.1 

Deferred Income Taxes - Tax Leases 

129.1 

143.7 

Other Liabilities 

173.2 

169.1 

Total Liabilities 

3,671.2 

3,407.8 

Stockholders’ Equity: 



Cumulative preference stock, none issued 

- 

- 

Common stock, 204.2 shares Issued 

619.6 

578.0 

Retained earnings 

1,622.8 

1,535.4 

Less common stock in treasury, at cost, shares of 49.4 in 1998 and 44.3 in 1997 

{1,935.7} 

{1,501.9} 

Unearned compensation and other 

(48.1} 

(58.0) 

Cumulative foreign currency adjustment 

{68.4} 

(58.9) 

Total Stockholders’ Equity 

190.2 

494.6 

TotalLiabilities and Equity 

$3,861.4 

$3,902.4 

See accompanying notes to consolidated financial statements. 






CONSOLIDATED STATEMENTS OF CASH FLOWS 


In Millions, Fiscal Year Ended 

May 31,1998 

May 25,1997 

May 26,1996 

Cash Flows - Operating Activities: 




Net earnings 

$ 421.8 

$ 445.4 

$ 476.4 

Adjustments to reconcile net earnings to cash flow: 




Depreciation and amortization 

194.9 

182.8 

186.7 

Deferred income taxes 

(29.3) 

20.9 

42.4 

Change in current assets and liabilities, net of effects 




from business acquired 

54.5 

(86.4) 

(25.9) 

Unusual items 

166.4 

48.4 

- 

Other, net 

(33.0) 

(17.0) 

(3.2) 

Cash provided by continuing operations 

775.3 

594.1 

676.4 

Cash used by discontinued operations 

(5.8) 

(6.8) 

(16.6) 

Net Cash Provided by Operating Activities 

769.5 

587.3 

659.8 

Cash Flows - Investment Activities: 




Purchases of land, buildings and equipment 

(183.6) 

(162.5) 

(128.8) 

Investments in businesses, intangibles and affiliates, 




net of investment returns and dividends 

(9.5) 

(42.0) 

(40.0) 

Purchases of marketable securities 

(10.6) 

(8.0) 

(21.6) 

Proceeds from sale of marketable securities 

40.3 

47.7 

22.5 

Proceeds from disposal of land, buildings and equipment 

2.1 

2.6 

6.2 

Proceeds from disposition of businesses 

- 

6.5 

- 

Other, net 

(42.0) 

(29.9) 

(11.3) 

Net Cash Used by Investment Activities 

(203.3) 

(185.6) 

(173.0) 

Cash Rows - Financing Activities: 




Change in notes payable 

63.9 

312.7 

(42.4) 

Issuance of long-term debt 

286.6 

76.2 

42.3 

Payment of long-term debt 

(151.6) 

(167.0) 

(164.7) 

Common stock issued 

92.5 

60.5 

38.0 

Purchases of common stock for treasury 

(524.9) 

(361.8) 

(35.6) 

Dividends paid 

(336.3) 

(320.7) 

(303.6) 

Other, net 

(2.8) 

(9.4) 

(13.2) 

Net Cash Used by Financing Activities 

(572.6) 

(409.5) 

(479.2) 

Increase (Decrease) in Cash and Cash Equivalents 

(6.4) 

(7.8) 

7.6 

Cash and Cash Equivalents - Beginning of Year 

12.8 

20.6 

13.0 

Cash and Cash Equivalents - End of Year 

$ 6.4 

$ 12.8 

$ 20.6 

Cash Flow from Changes in Current Assets and Liabilities: 




Receivables 

$ 23.7 

$ (80.0) 

$ (59.5) 

Inventories 

(26.4) 

45.0 

(23.7) 

Prepaid expenses and other current assets 

1.6 

2.5 

(6.3) 

Accounts payable 

4.0 

(27.8) 

93.2 

Other current liabilities 

51.6 

(26.1) 

(29.6) 

Change in Current Assets and Liabilities 

$ 54.5 

$ (86.4) 

$ (25.9) 

See accompanying notes to consolidated financial statements. 










CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 


$.10 Par Value Common Stock Cumulative 

_ (One Billion Shares Authorized) Unearned Foreign 

• Issued Treasury Retained ComDensation Currency 


'' ■ : •- a ■ 


ssued 

Treasury 

Retained Compensation 

Currency 

; ' 

In Millions, Except per Share Data 

Shares 

Amount 

Shares 

' Amount 

Earnings and Other 

Adjustment 

Total 

Balance at May 28,1995 

204.2 

$379.5 

(46.3) 

$(1,372.1) 

$1,233.3 

$(57.9) 

$(41.8) 

$ 141.0 

Net earnings 

Cash dividends declared 





476.4 



476.4 

($1.91 per share), net of 
income taxes of $2.5 





(301.1) 



(301.1) 

Stock option, profit sharing and 









ESOP plans 

- 

4.6 

1.7 

40.3 




44.9 

Shares purchased on open market 



(.6) 

(35.6) 




(35.6) 

Put option premium/settlements, net 
Unearned compensation related to 


.2 






.2 

restricted stock awards 






(6.5) 


(6.5) 

Earned compensation and other 
Change in unrealized gain, net of 






7.1 


7.1 

income taxes of $2.0, on 
availab!e-for-sale securities 






(3.1) 


(3.1) 

Minimum pension liability adjustment 
Translation adjustments, net of 






(.8) 


(.8) 

income tax benefit of $.2 







(14.8) 

(14.8) 

Balance at May 26,1996 

204.2 

384.3 

(45.2) 

(1,367.4) 

1,408.6 

(61.2) 

(56.6) 

307.7 

Net earnings 

Cash dividends declared 





445.4 



445.4 

($2.03 per share), net of 
income taxes of $2.1 





(318.6) 



(318.6) 

Shares issued in acquisition 

Stock option, profit sharing and 

- 

181.4 

5.4 

173.0 




354.4 

ESOP plans 

- 

9.3 

1.7 

57.4 




66.7 

Shares purchased via puts, or on 
open market 

Put and call option premium/ 



(6.2) 

(368.0) 




(368.0) 

settlements, net 

Unearned compensation related to 

- 

3.0 

- 

3.1 




6.1 

restricted stock awards 






(7.9) 


(7.9) 

Earned compensation and other 
Change in unrealized gain, net of 






13.1 


13.1 

income taxes of $.1, on 
ava/lable-for-sale securities 






(.1) 


(.1) 

Minimum pension liability adjustment 
Amount removed on disposition of 






(1.9) 


(1.9) 

foreign operation 







6.1 

6.1 

Translation adjustments 







(8.4) 

(8.4) 

Balance at May 25,1997 

204.2 

578.0 

(44.3) 

(1,501.9) 

1,535.4 

(58.0) 

(58.9) 

494.6 

Net earnings 

Cash dividends declared 





421.8 



421.8 

{$2.12 per share), net of 
income taxes of $1.9 





(334.4) 



(334.4) 

Stock option, profit sharing and 









ESOP plans 

- 

29.3 

2.4 

83.9 




113.2 

Shares purchased via puts, or on 
open market 

Put and call option premium/ 



(7.5) 

(518.7) 




(518.7) 

settlements, net 

Unearned compensation related to 

- 

12.3 

- 

1.0 




13.3 

(7.3) 

restricted stock awards 






(7.3) 


Earned compensation and other 
Change in unrealized gain, net of 






11.9 


11.9 

income taxes of $5.2, on 
available-for-sale securities 






8.2 


8.2 

Minimum pension liability adjustment 






(2.9) 


(2.9) 

Translation adjustments 







(9.5) 

(9.5) 

Balance at May 31,1998 

204.2 

$619.6 

(49.4) 

$(1,935.7) 

$1,622.8 

$(48.1) 

$(68.4) 

$ 190.2 

See accompanying notes to consolidated financial statements. 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The preparation of the Consolidated Financial Statements 
in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that 
affect reported amounts of assets and liabilities and disclosure 
of contingent assets and liabilities at the date of the financial 
statements, and the reported amounts of revenues and expenses 
during the reporting period. Actual results could differ from 
those estimates. 

(A) Principles of Consolidation - The consolidated financial 
statements include the following domestic and foreign opera¬ 
tions: parent company and 100% owned subsidiaries, and 
General Mills’ investment in and share of net earnings or losses 
of 20-50% owned companies. 

Our fiscal year ends on the last Sunday in May. "fears 1997 
and 1996 each consisted of 52 weeks and 1998 consisted of 
53 weeks. 

(B) Land, Buildings, Equipment and Depreciation - Buildings 
and equipment are depreciated over estimated useful lives, pri¬ 
marily using the straight-line method. Buildings are usually 
depreciated over 40 to 50 years and equipment over three to 
15 years. Accelerated depreciation methods are generally used 
for income tax purposes. 

When an item is sold or retired, the accounts are relieved of 
its cost and related accumulated depreciation; the resulting 
gains and losses, if any, are recognized. 

(C) Inventories - Inventories are valued at the lower of cost or 
market. Certain domestic inventories are valued using the LIFO 
method, while other inventories are generally valued using the 
FIFO method. 

(D) Intangible Assets - Goodwill represents the difference 
between the purchase price of acquired companies and the 
related fair value of net assets acquired and accounted for by the 
purchase method of accounting. Goodwill is amortized on a 
straight-line basis over 40 years or less. 

Intangible assets include an amount that offsets a minimum 
liability recorded for a pension plan with assets less than accu¬ 
mulated benefits. 

The costs of patents, copyrights and other intangible assets 
are amortized evenly over their estimated useful lives. 

The Audit Committee of the Board of Directors annually 
reviews goodwill and other intangibles. At its meeting on 
April 27,1998, the Audir Committee affirmed that the remain¬ 
ing amounts of these assets have continuing value based upon a 
return on capital analysis. 

(E) Recoverability of Long-Lived Assets - We review long-lived 
assets, including identifiable intangibles and associated good¬ 
will, for impairment when events or changes in circumstances 
indicate that the carrying amount of an asset may not be recov¬ 
erable. An asset is deemed impaired and written down to its fair 
value if estimated related future cash flows are less than its 
carrying amount. 

(F) Foreign Currency Translation - For most foreign operations, 
local currencies are considered the functional currency. Assets 
and liabilities are translated using the exchange rates in effect at 


the balance sheet date. Results of operations are translated 
using the average exchange rates prevailing throughout the 
period. Translation effects are accumulated in the foreign cur¬ 
rency adjustment, in stockholders’ equity. 

(G) Financial Instruments - See Note Seven for a description 
of the accounting policies related to financial instruments. 

(H) Research and Development - All expenditures for research 
and development are charged against earnings in the year 
incurred. The charges for 1998,1997 and 1996 were $66.3 mil¬ 
lion, $61.4 million and $60.1 million, respectively. 

(I) Advertising Costs - Advertising expense (including pro¬ 
duction and communication costs) for 1998,1997 and 1996 was 
$366.1 million, $306.5 million and $3197 million, respec¬ 
tively. Prepaid advertising costs (including syndication proper¬ 
ties) of $25.5 million and $22.6 million were reported as assets 
at May 31,1998 and May 25,1997, respectively. We expense the 
production costs of advertising the first time that the advertis¬ 
ing takes place. 

(J) Stock-based Compensation - We use the “intrinsic value- 
based method” for measuring the cost of compensation paid in 
Company common stock. This method defines our cost as the 
excess of the stock’s market value at the time of the grant over 
the amount that the employee is required to pay. Our stock 
option plans require that the employee’s payment (i.e., exercise 
price) is the market value as of the grant date. 

(K) Earnings per Share - We adopted Statement of Financial 
Accounting Standards (SFAS) No. 128, “Earnings per Share” in 
our third quarter of fiscal 1998. SFAS No. 128 requires dual pre¬ 
sentation of basic and diluted earnings per share (EPS) on the 
statement of earnings. Basic EPS is computed by dividing net 
earnings by the weighted average number of common shares 
outstanding. Diluted EPS includes the effect of all dilutive 
potential common shares (primarily related to outstanding 
stock options). All prior periods have been restated. 

(L) Segment Information - We operate exclusively in the con¬ 
sumer foods industry. 

(M) Statements of Cash Flows - For purposes of the statement 
of cash flows, we consider all investments purchased with an 
original maturity of three months or less to be cash equivalents. 

(N) New Accounting Rules - During 1998, the Financial 
Accounting Standards Board (FASB) issued SFAS No. 130, 
“Reporting Comprehensive Income,” SFAS No. 131, 
“Disclosures about Segments of an Enterprise and Related 
Information,” and SFAS No. 132, “Employers’ Disclosures about 
Pensions and Other Postretirement Benefits.” These standards, 
which are all effective in our 1999, revise related disclosures. 
There will be no impact on our financial position, results of 
operations, or cash flows from adoption of these standards. 

In March 1998, the American Institute of Certified Public 
Accountants issued Statement of Position (SOP) 984, “Accounting 
for the Costs of Computer Software Developed or Obtained for 
Internal Use.” SOP 98-1 is effective for fiscal years beginning 
after December 15,1998 and provides guidance on accounting 
for the described costs. SOP 98-1 should not have a material 
impact on our financial position, results of operations, or cash 
flows when adopted. 










In June 1998, the FASB issued SFAS No. 133, “Accounting 
for Derivative Instruments and Hedging Activities.” SFAS 133 is 
effective for us in our fiscal 2001. We have not yet determined 
the impact of adoption on our financial statements; however, we 
do not expect the impact to be material. 

ACQUISITION 

On January 31, 1997, we acquired the branded ready-to-eat 
cereal and snack mix businesses of Ralcorp Holdings, Inc., 
including its Cbex and Cookie Crisp brands. This acquisition 
included a Cincinnati, Ohio, manufacturing facility, and trade¬ 
mark and technology rights for the branded products in the 
Americas. The purchase price of $570 million involved the 
issuance of about $355 million in General Mills common stock 
(approximately 5.4 million shares) to Ralcorp shareholders and 
the assumption of about $215 million of Ralcorp public debr 
and accrued interest. This acquisition has been accounted for 
using the purchase method of accounting. The purchase price 
was allocated based on fair values at date of acquisition and 
resulted in acquired goodwill of approximately $550 mil¬ 
lion, which is being amortized on a straight-line basis over 
40 years. The results of the acquired businesses have been 
included in the consolidated financial statements since the 
acquisition date. 1997 earnings were reduced approximately 
$.05 per share by the acquisition. 

The following unaudited pro forma information presents 
a summary of our consolidated results of operations and the 
acquired branded ready-to-eat cereal and snack mix businesses 
of Ralcorp as if the acquisition had occurred on May 29,1995. 



Fiscal Year 

In Millions, Except per Share Data 

1997 

1996 

Sales 

$5,892.0 

$5,809.6 

Net earnings 

459.4 

487.7 

Net earnings per share 

2.84 

2.97 


These unaudited pro forma results have been prepared for 
comparative purposes only and include certain adjustments, 
such as additional amortization expense as a result of goodwill 
and an increased interest expense on acquisition debt. They do 
not purport to be indicative of the results of operations that 
actually would have resulted had the combination occurred on 
May 29,1995, or of future results of operations of the consoli¬ 
dated entities. 

| | UNUSUAL ITEMS 

In 1998, we recorded a net charge of $166.4 million pre-tax, 
$100.2 million after tax ($.63 per share) primarily related to 
shutting down one cereal system at our Lodi, California, facility 
and closing our two smallest cereal plants based in Chicago, 
Illinois, and Etobicoke, Ontario. We also received an insurance 
settlement from one of our carriers related to costs incurred in 
fiscal 1995 and 1996 (charged against fiscal 1994) from the 
improper use of a pesticide by an independent contractor in 
treating some of the Company’s oat supplies. Snack 'Ventures 


Europe (SVE), our joint ventute with PepsiCo, recorded restruc¬ 
turing charges for productivity initiatives primarily related to 
production consolidation. We also recorded charges associated 
with restructuring our sales regions and our trade and 
promotion organization. The charges include approximately 
$ 147 million in non-cash items primarily related to asset write¬ 
offs and approximately $19 million of net cash outflows, pri¬ 
marily related to disposal of assets, severance costs and the 
insurance settlement. These restructuring activities will be sub¬ 
stantially completed in fiscal 1999 and there has been no adjust¬ 
ment to the original reserve. At May 31, 1998, there was a 
remaining reserve of $30.5 million. 

In 1997, we adopted SFAS No. 121, “Accounting for the 
Impairment of Long-Lived Assets and for Long-Lived Assets to 
Be Disposed Of.” The initial, non-cash charge upon adopcion of 
SFAS 121 was $48.4 million pre-tax, $29-2 million after tax 
($.18 per share). The charge represented a reduction in the car¬ 
rying amounts of certain impaired assets to their estimated fair 
value, determined on the basis of estimated cash flows or net 
realizable value. The impairments related to assets not currently 
in use, assets significantly underutilized, and assets with lim¬ 
ited planned future use. 

INVESTMENTS IN JOINT VENTURES 

We are involved in four joint ventures. We have a 50% equity 
interest in Cereal Partners Worldwide (CPW), our joint venture 
with Nestle, which manufactures and markets ready-to-eat 
cereals outside North America. We have a 40.5% equity interest 
in Snack Ventures Eutope, our joint venture with PepsiCo, 
which manufactures and markets snack foods in continental 
Eutope. We have a 50% equity interest in International Dessert 
Partners (IDP), our joint venture with Bescfoods, which manu¬ 
factures and markets baking mixes and desserts in Latin 
America. We have a 50% equity interest in Tong Want, a new 
joint venture formed in 1998 with Want Want Holdings Ltd. 
This venture has a goal of developing a savory snacks business in 
China, but is not yet operating. 

The joint ventures are reflected in our financial statements 
on an equity accounting basis. We record our share of the earn¬ 
ings or (losses) of these joint ventures. (The table that follows in 
this footnote reflects the joint ventures on a 100% basis.) We 
also receive royalty income from these joint ventures, incur var¬ 
ious expenses (primarily research and development), and record 
the tax impact of certain of the joint venture operations that are 
structured as partnerships. Including all these factors, and 
excluding the impact of SVE restructuring charges which are 
included in unusual items, the effect on our net income related 
to the joint ventures was a charge of $2.9 million, $6.3 million 
and $2.8 million in 1998,1997 and 1996, respectively. 

Our cumulative investment in these joint ventures (includ¬ 
ing our share of earnings and losses) was $214.3 million, 
$234.6 million and $229.8 million at the end of1998,1997 and 
1996, respectively. We made aggregate investments in the joint 
ventures of $6.8 million (net of a $20.9 million loan repay¬ 
ment), $46.5 million and $45.3 million in 1998,1997 and 1996, 
respectively. We received aggregate dividends from the joint 






ventures of $.9 million, $7.5 million and $8.2 million in 1998, 
1997 and 1996, respectively. 

Summary combined financial information for the joint ven¬ 
tures on a 100% basis follows. Since we record our share of CPW 
and IDP results on a two-month lag, their information is 
included as of and for the twelve months ended March 31. The 
SVE information is consistent with our May year end. 

COMBINED FINANCIAL INFORMATION - 
JOINT VENTURES - 100% BASIS 


Fiscal Year Ended 

In Millions May 31,1998 

May 25,1997 

May 26,1996 

Sales $1,732.5 

Gross Profit 907.7 

Earnings (fosses) 
before Taxes 20.1 

Earnings (fosses) 
after Taxes (6.3) 

$1,627.6 

843.5 

(7.3) 

(24.7) 

$1,599.5 

838.1 

12.1 

(13.1) 


In Millions 

May 31,1998 

May 25,1997 

Current Assets 

$432.4 

$419.6 

Non-current Assets 

675.6 

602.4 

Current Liabilities 

609.0 

488.8 

Non-current Liabilities 

47.6 

106.1 


Our proportionate share of the sales of the joint ventures was 
$780.7 million, $728.2 million and $705-7 million for 1998, 
1997 and 1996, respectively. 



| [ BALANCE SHEET INFORMATION 

The components of certain balance sheet accounts are as 
follows: 


In Millions May 31,1998 1 

May 25,1997 

Land, Buildings and Equipment: 

Land $ 17.8 

Buildings 539.9 

Equipment 1,790.4 

Construction in progress 140.9 

$ 17.5 

526.7 
1,911.2 
116.2 

Total land, buildings and equipment 2,489.0 

Less accumulated depreciation (1,302.7) 

2,571.6 

(1,292.2) 

Net land, buildings and equipment $1,186.3 

$1,279.4 

Other Assets: 

Prepaid pension $ 471.8 

Marketable securities, at market 142.1 

Investments in and 

advances to affiliates 201.9 

Net intangible assets, 

primarily goodwill 630.4 

Miscellaneous 193.6 

$ 402.5 
158.0 

221.8 

655.2 

174.2 

Total other, assets $1,639.8 

$1,611.7 


Accumulated amortization included in net intangible assets 
was $62.7 million and $39-8 million at May 31, 1998 and 
May 25,1997, respectively. 


As of May 31,1998, a comparison of cost and market values 
of our marketable securities (all of which are debt securities and 
considered available-for-sale) was as follows: 


In Millions - Cost 

Market 

Value 

Gross. 

. Gain 

■' Gross 
Loss 

In "Other Current Assets’' 

In “Other Assets” 

$ 14.6 
88.6 

$ 14.6 
142.1 

$ - 
53.5 

$ - 

Total marketable securities $ 103.2 j 

$156.7. 

$53.5 

$ - 


Realized gains from sales of marketable securities were 
$.1 million, $.6 million and $3.8 million in 1998,1997 and 
1996, respectively. In addition, realized losses from purchases of 
our related debt (see Note Nine) were $.9 million and $2.3 mil¬ 
lion in 1997 and 1996, respectively. The aggregate unrealized 
gains and losses on available-for-sale securities, net of tax 
effects, are accumulated in the “unearned compensation and 
other” account within stockholders' equity. 

Scheduled maturities of our marketable securities are as follows: 


In Millions 

Cost 

Market Value 

Under one year (current) 

$ 14.6 

$ 14.6 

From 1 to 3 years 

4.2 

4.2 

From 4 to 7 years 

30.9 

45.4 

Over 7 years 

53.5 

92.5 

Totals 

$103.2 

$156.7 


| [ INVENTORIES 

The components of inventories are as follows: 


In Millions 

May 31,1998 

May 25,1997 

Raw materials, work in 
process and supplies 

$ 83.3 

$ 77.4 

Finished goods 

262.5 

270.5 

Grain 

83.0 

64.0 

Reserve for LIFO valuation method 

(39.1)1 

(47.5) 

Total inventories 

$389.7 

. $364.4 


At May 31,1998 and May 25,1997, respectively, inventories 
of $221.4 million and $208.5 million were valued at LIFO. The 
impact of LIFO accounting increased 1998 and 1997 earnings 
by $.03 and $.03 per share, respectively, and reduced 1996 
earnings by $.01 per share. 











FINANCIAL INSTRUMENTS ANO RISK MANAGEMENT 


Most of our financial instruments are recorded on the balance 
sheet. A few (known as "derivatives”) are off-balance-sheet items. 
Derivatives are financial instruments whose value is derived from 
one or more underlying financial instruments. Examples of such 
underlying instruments are currencies, equities, commodities 
and interest rates. The carrying amount and fair value (based on 
current market quotes and interest rates) of our financial instru¬ 
ments at the balance-sheet dates are as follows: 



May 31,1998 

May 25,1997 


Carrying 

Fair 

Carrying 

Fair 

; in Millions 

Amount 

Value 

Amount 

Value 

Assets: 

Cash and 





cash equivalents 

$ 6.4 

$ 6.4 

$ 12.8 

$ 12.8 

Receivables 

395.1 

395.1 

419.1 

419.1 

Marketable securities 

156.8 

156.8 

174.8 

174.8 

Liabilities: 





Accounts payable 

593.1 

593.1 

599.7 

599.7 

Debt 

2,057.7 

2,180.1 

1,873.7 

1,932.3 

Derivatives relating to: 





Marketable securities 

(.1) 

(.1) 

(1.8) 

(1.8) 

Debt 

- 

19.2 

- 

9.2 

Commodities 

- 

(.4) 

- 

- 


Each derivative we enter into and hold is designated at 
inception as a hedge of risks associated with specific assets, lia¬ 
bilities or future commitments and is monitored to determine 
if it remains an effective hedge. The effectiveness of the deriva¬ 
tive as a hedge is based on changes in its market value being 
highly correlated with changes in market value of the underly¬ 
ing hedged item. We do not enter into or hold derivatives for 
trading or speculative purposes. 

We use derivative instruments to reduce financial‘risk in 
three areas: interest rates, foreign currency and commodities. 
The notional amounts of derivatives do not represent actual 
amounts exchanged by the parties and, thus, are not a measure 
of the exposure of the Company through its use of derivatives. 
Interest rate swap, foreign exchange, and commodity swap 
agreements are made with a diversified group of highly rated 
financial institutions, while commodities futures are entered 
into through various regulated exchanges. These transactions 
expose the Company to credit risk to the extent that the instru¬ 
ments have a positive fair value, but we do not anticipate any 
losses. The Company does not have a significant concentration 
of risk with any single party or group of parties in any of its 
financial instruments. 

(1) Interest Rate Risk Management — We use interest rate swaps 
to hedge and/ot lower financing costs, to adjust our floating- 
and fixed-rate debt positions, and to lock in a positive interest 
rate spread between certain assets and liabilities. An interest 
rate swap used in conjunction with a debt financing may allow 


the Company to create fixed or floating-rate financing at a lower 
cost than with stand-alone financing. Generally, under interest 
rate swaps, the Company agrees with a counterparty to 
exchange the difference between fixed-rate and floating-rate 
interest amounts calculated by reference to an agreed notional 
principal amount. 

The following table indicates the types of swaps used to 
hedge various assets and liabilities, and their weighted average 
interest rates. Average variable rates are based on rates as of the 
end of the reporting period. The swap contracts mature during 
time periods ranging from 1999 to 2023. 


May 31,1998 | 

May 25,1997 

Dollars in Millions 

Asset 

Liability 

Asset 

Liability 

Receive fixed swaps - 





notional amount 

$ - 

$118.3 

$ - 

$99.9 

Average receive rate 

- 

5.9% 

- 

6.5% 

Average pay rate 

- 

5.4% 

- 

5.4% 

Pay fixed swaps - 





notional amount 

$ 14.3 

$116.5 

$34.2 

$16.5 

Average receive rate 

5.5% 

5.6% 

5.9% 

5.6% 

Average pay rate 

7.1% 

5.8% 

8.9% 

8.2% 


The interest rate differential on interest rate swaps used to 
hedge existing assets and liabilities is recognized as an adjustment 
of interest expense or income over the term of the agreement. 

The Company uses interest rate options and cap agreements 
primarily to reduce the impact of interest rate changes on its 
floating-rate debt, as well as to hedge the value of call options 
contained in long-term debt issued by the Company in earlier 
periods. In return for an upfront payment, an interest rate swap 
option grants the purchaser the right to receive (pay) the fixed 
rate interest amount in an interest rate swap. In return for an 
upfront payment, a cap agreement entitles the purchaser to 
receive the amount, if any, by which an agreed upon floating 
rate index exceeds the cap interest rate. At May 31,1998, we had 
no interest rate options outstanding. 

(2) Foreign-Currency Exposure - We are exposed to potential 
losses from foreign currency fluctuations affecting net invest¬ 
ments and earnings denominated in foreign currencies. We 
selectively hedge the potential effect of these foreign currency 
fluctuations related to operating activities and net investments 
in foreign operations by entering into foreign exchange contracts 
with highly rated financial institutions. Realized and unrealized 
gains and losses on hedges of firm commitments are included in 
the cost basis of the asset being hedged and are recognized as the 
asset is expensed through cost of goods sold or depreciation. 
Realized and unrealized gains and losses on contracts that hedge 
other operating activities are recognized currently in net earn¬ 
ings. Realized and unrealized gains and losses on contracts that 
hedge net investments are recognized in the cumulative foreign 
cutrency adjustment in stockholders’ equity. 





The components of our net foreign investment exposure by 
geographic region are as follows: 


In Millions 

May 31,1998 

May 25,1997 

Europe 

$140.1 

$153.8 

North/South America 

28.5 

40.2 

Asia 

1.5 | 

2.3 

Total exposure 

$170.1 

$196.3 


At May 31, 1998, we had forward and option contracts 
maturing in 1999 to sell $37.8 million of foreign currencies. 
The fair value of these contracts is based on.third-party quotes 
and was immaterial at May 31,1998. 

(3) Commodities - The Company uses an integrated set of 
financial instruments in its purchasing cycle, including pur¬ 
chase orders, noncancelable contracts, futures contracts, futures 
options and swaps. Except as described below, these instru¬ 
ments are all used to manage purchase prices and inventory val¬ 
ues as practical for the Company’s production needs. All futures 
contracts and futures options are exchange-based instruments 
with ready liquidity and determinable market values. 
Unrealized gains and losses are recorded monthly and deferred 
until the production flows through cost of goods sold. The 
net gains and losses deferred and expensed are immaterial. 
At May 31,1998 and May 25,1997, the aggregate fair value of 
our ingredient derivatives position was $156.7 million and 
$92.9 million, respectively. 

The Company also has a grain-merchandising operation, 
which uses cash contracrs, futures contracts and futures options. 
All futures contracts and futures options are exchange-based 
instruments with ready liquidity and determinable market val¬ 
ues. Neither results of operations nor the year-end positions 
from our grain-merchandising operations was material to the 
Company’s overall results. 


4 : NOTES PAYABLE 

The components of notes payable and their respective weighted 
average interest rates at the end of the periods are as follows: 


•' ; ■. ' ’ 

May 31,1998 

May 25,1997 



Weighted 


Weighted 

. • • •.' ■■ . 

■ . 

Average 


Average 


Notes 

Interest 

Notes 

Interest 

Dollars in Millions 

Payable 

Rate 

Payable 

Rate 

U.S. commercial paper 

$428.2 

5.5% 

$379.0 

5.5% 

Canadian commercial paper 20.4 

5.0 

32.2 

3.2 

Financial institutions 
Amounts reclassified 

295.5 

5.2 

273.1 

5.1 

to long-term debt 

(480.0) 


(480.0) 

- 

■Total.notes;payable • 

$264.1 


$204.3 | 



See Note Seven for a description of related interest rate 
derivative instruments. 

To ensure availability of funds, we maintain bank credit lines 
sufficient to cover our outstanding short-term borrowings. 


As of May 31,1998, we had $700.0 million fee-paid lines and 
$63.8 million uncommitted, no-fee lines available in the U.S. 
and Canada. In addition, we had foreign no-fee lines of 
$70.4 million, of which $14.9 million are unused. 

We have a revolving credit agreement expiring in January 2002 
covering the fee-paid credit lines that ptovides us with the ability 
to refinance short-term borrowings on a long-term basis. 
Therefore we have reclassified a portion of out notes payable to 
long-term debt. 

& LONG-TERM OEBT 


In Millions May 31,1998 | 

May 25,1997 

Medium-term notes, 5.1% to 9.1%, 



due 1998 to 2033 

$ 997.6 

$ 877.9 

Zero coupon notes, yield 11.1%, 



$278.8 due August 15, 2013 

54.3 

48.7 

8.2% ESOP loan guaranty, 



due through June 30, 2007 

57.7 

63.5 

7.0% Notes due September 15, 2004 

163.0 

165.1 

Zero coupon notes, yield 11.7%, 



$64.2 due August 15, 2004 

31.8 

28.3 

Notes payable, reclassified 

480.0 

480.0 

Other 

9.2 

5.9 

Less amounts due within one year 

1,793.6 

(153.2) 

1,669.4 

(139.0) 

Total long-term debt 

$1,640.4 

$1,530.4 


See Note Seven for a description of related interest rate deriva¬ 
tive instruments. 

As of May 31,1998 our debt shelf registration permits the 
issuance of up to $232.0 million net proceeds in unsecured 
debt securities to teduce short-term debt and for other general 
corporate putposes, and includes a medium-term note program 
that allows us to issue debt quickly for selected amounts, rates 
and maturities. 

In 1998, we issued $268.0 million of debt under out 
medium-term note program with maturities varying from one 
to 25 years and interest rates from 5-1% to 5.8%. In 1997, 
$62.0 million of debt was issued under this program with matu¬ 
rities from one to 12 years and interest rates from 5-6% to 7.5%. 

The Company has guaranteed the debt of the Employee 
Stock Ownership Plan; therefore, the loan is reflected on our 
consolidated balance sheets as long-term debt with a related 
offset in stockholders’ equity, "unearned compensation 
and other.” 

The sinking fund and principal payments due on long-tetm 
debt are (in millions) $153-2, $90.6, $62.8, $47.9 and $96.6 in 
1999, 2000, 2001, 2002 and 2003, respectively. The notes 
payable that are reclassified under our revolving credit agree¬ 
ment are not included in these principal payments. 

Our marketable securities (see Note Five) include zero 
coupon U.S. Treasury securities. These investments are intended 
to provide the funds for the payment of principal and interest 
for the zero coupon notes due August 15, 2004, and 2013. 










STOCKHOLDERS’ EQUITY 


Cumulative preference stock of 5.0 million shares, without par 
value, is authorized but unissued. 

We have a shareholder rights plan that entitles each out¬ 
standing share of common stock to one right. Each right enti¬ 
tles the holder to purchase one one-hundredth of a share of 
cumulative preference stock (or, in certain circumstances, com¬ 
mon stock or other securities), exercisable upon the occurrence 
of certain events. The rights are not transferable apart from the 
common stock until a person or group has acquired 20 percent 
or more, or makes a tender offer for 20 percent or more, of the 
common stock in which case each right will entitle the holder 
(other than the acquiror) to receive, upon exercise, common 
stock of either the Company or the acquiring company having a 
market value equal to two times the exercise price of the right. 
The initial exercise price is $240 per right. The rights are 
redeemable by the Board at any time prior to the acquisition of 
20 percent or more of the outstanding common stock. The 
rights expire on February 1, 2006. On May 31,1998, there were 

154.8 million rights issued and outstanding. 

The Board of Directors has authorized the repurchase, from 
time to time, of common stock for our treasury, provided that the 
number of shares held in treasury shall not exceed 60.0 million. 

Through private transactions in fiscal 1998 and 1997 that are 
a part of our stock repurchase program, we issued put options 
that entitle the holder to sell shares of our common stock to us, 
at a specified price, if the holder exercises the option. In 1998 
and 1997, we issued put options for 6.8 million and 4.5 million 
shares for $12.7 million and $7.4 million in premiums paid to 
the Company, respectively. As of May 31,1998, put options for 

2.8 million shares remain outstanding at exercise prices ranging 
from $67.00 to $70.00 per share with exercise dates from 
June 1998 to December 1998. 


j -J STOCK PLANS 

A total of 7,109,367 shares (including 5,290,430 shares 
for salary replacement options, 69,273 shares for restricted 
stock, and 173,537 shares for non-employee directors) are avail¬ 
able for grant of options, restricted stock, or restricted stock 
units under our 1993, 1995 and 1996 stock plans through 
October 1,1998, September 30, 2000, and September 30, 2001, 
respectively. Options may be granted at a price not less than 
100 percent of the fair market value on the date of grant. 
Options now outstanding include some granted under the 
1984, 1988 and 1990 option plans, under which no further 
rights may be granted. All options expire within 10 years and 
one month after the date of grant. The stock plans provide for 
full vesting of options upon completion of specified service 
periods, or in the event there is a change of control. 

Stock subject to a restricted period and a purchase price, if 
any, as determined by the Compensation Committee of the 


Board of Directors may be granted to key employees under the 
1993 plan and the Executive Incentive Plan. Most of the 
employee restricted stock awards require the employee 
to deposit personally owned shares (on a one-for-one basis) 
with the Company during the restricted period. The 1996 
plan allows non-employee directors to annually choose to 
receive either 500 shares of stock restricted for one year or 
500 restricted stock units convertible to common stock after his 
or her term of service on the Board is completed. The 1990 plan 
also allowed grants of restricted stock to directors. In 1998, 
1997 and 1996, grants of128,466,176,955 and 132,092 shares of 
restricted stock and units were made, with weighted average 
values at grant of $65.59, $59.29 and $54.32 per share, respec¬ 
tively. On May 31, 1998, a total of 467,896 restricted shares 
and units were outstanding. 

The 1988 plan permitted the granting of performance units 
corresponding to stock options granted. The value of perfor¬ 
mance units was determined by return on equity and growth in 
earnings per share measured against preset goals over three-year 
performance periods. For seven years after a performance period 
holders may elect to receive the value of performance units 
(with interest) as an alternative to exercising corresponding 
stock options. On May 31,1998, there were 936,875 outstand¬ 
ing options with corresponding performance unit accounts. 
The value of the outstanding options exceeds the value of the 
performance unit accounts. 

The following table contains information on stock 
option activity: 



Weighted Weighted 

> | Average . Average 

Exercise Exercise 

Options Price Options Price. 

Exercisable Per Share Outstanding Per Share ; 

Balance at 

May 28,1995 

12,576,580 $33.37 

21,974,796 

$41.60 

Granted 


4,127,602 

52.55 

Exercised 


(1,778,823) 

25.87 

Expired 


(730,343) 

49.40 

Balance at ! 

May 26,1996 

11,315,131 37.70 

23,593,232 

44.46 

Granted 


3,973,277 

59.33 

Exercised 


(2,335,956) 

31.74 

Expired 


(429,898) 

51.84 

Balance at ! 

May 25,1997 

11,949,600 42.53 

24,800,655 

47.91 

Granted 


3,185,783 

73.10 

Exercised 


(2,730,311) 

31.92 

Expired 


(236,524) 

52.51 

Balance at 




May 31,1998 

12,044,170 $47.63 

25,019,603 

$52.82 






The following table provides information regarding exercis¬ 
able and outstanding options as of May 31,1998. 


Range of 
Exercise 

Price 
per Share 

Options 

Exer¬ 

cisable 

Weighted 
Average 
Exercise 
Price per 
Share 

Options 

Out¬ 

standing 

Weighted 
Average 
Exercise 
Price per 
Share 

Weighted 
Average 
Remaining 
Contractual 
Life (years) 

Under $40 

2,751,418 

$31.90 

2,751,418 

$31.90 

1.67 

$40-$50 

2,622,387 

46.60 

5,181,816 

45.82 

5.14 

$50-$60 

6,165,398 

53.78 11,259,079 

53.26 

5.83 

$60-$70 

504,967 

63.60 

3,797,213 

63.93 

8.62 

Over $70 

- 

- 

2,030,077 

75.78 

9.46 


12,044,170 

$47.63 25,019,603 

$52.82 

5.95 


Stock-based compensation expense related to restricted 
stock for 1998,1997 and 1996 was $6.0 million, $4.8 million 
and $3.0 million, respectively, using the “intrinsic value-based 
method" of accounting for stock-based compensation plans. 
Effective with 1997, we adopted the disclosure requirements of 
SFAS No. 123, “Accounting for Stock-Based Compensation." 
SFAS No. 123 allows either a fair value based method or an 
intrinsic value-based method of accounting for such compensa¬ 
tion plans. Had compensation expense for our stock option plan 
grants been determined using the fair value based method, net 
earnings, basic earnings per share and diluted earnings per 
share would have been approximately $406.1 million, $2.57 and 
$2.52, respectively, for 1998; $435.2 million, $2.75 and $2.71, 
respectively, for 1997; and $470.3 million, $2.96 and $2.92, 
respectively, for 1996. These pro forma amounts are not likely to 
be representative of the difference between the two methods in 
future years, because many of our options require service over 
periods longer than three years for full vesting. The weighted 
average fair values at grant date of the options granted in 1998, 
1997 and 1996 were estimated as $16.59, $11.76 and $9-39, 
respectively, using the Black-Scholes option-pricing model 
with the following weighted average assumptions: 


[ 1998 | 

1997 | 

1996 

Risk-free interest rate 

6.1% 

6.5% 

6.1% 

Expected life 

7 years 

7 years . 

7 years 

Expected volatility 

18% 

18% 

18% 

Expected dividend growth rate 

8% 

8% 

8% 


The Black-Scholes model requires the input of highly sub¬ 
jective assumptions and may not necessarily provide a reliable 
measure of fait value. 


EARNINGS PER SHARE 


Basic and diluted earnings per share (EPS) were calculated 
using the following: 


Fiscal Year | 

In Millions 

1998 

1997 

1996 

Net Earnings 

$421.8 

$445.4 

$476.4 

Average number of common 
shares - basic EPS 

158.1 

158.2 

158.9 

Incremental share effect from: 
Stock options 

Restricted stock, stock rights 
and puts 

4.1 

.1 

3.4 

3.1 

Average number of common 
shares - diluted EPS 

162.3 

161.6 

162.0 


INTEREST EXPENSE 


The components of net interest expense are as follows: 


" . : ■ . ", 


Fiscal Year 

In Millions 

1998 

1997 

1996 

Interest expense 

Capitalized interest 
interest income 

$130.3 

(.7) 

(12.4) 

$115.7 

(1.1) 

(14.1) 

$117.2 

(.6) 

(15.2) 

Interest expense, net 

$117.2 

$100.5 

■ $101.4 


During 1998,1997 and 1996, we paid interest (net of amount 
capitalized) of $117.2 million, $103.6 million and $103.8 mil¬ 
lion, respectively. 


□ 


RETIREMENT PLANS 


We have defined-benefit plans covering most employees. 
Benefits for salaried employees ate based on length of service 
and final average compensation. The hourly plans include vari¬ 
ous monthly amounts for each year of credited service. Our 
funding policy is consistent with the funding requirements of 
federal law. Our principal plan covering salaried employees has 
a provision that any excess pension assets would vest in plan 
participants if the plan is terminated within five years of a 
change in control. Plan assets consist principally of listed equity 
securities, corporate obligations and U.S. government securities. 








Components of net pension income are as follows: 


1 Fiscal Year , 

Expense (Income) in Millions 1998 

1997 

' 1996 

Service cost - 

benefits earned $ 14.7 

Interest cost on projected 
benefit obligation 62.4 

Actual return on plan assets (230.2) 

Net amortization and deferral 107.0 

Curtailment loss and special 
termination benefits expense 6.1 

$ 14.3 

59.0 

(168.7) 

59.2 

$ 14.1 

56.7 

(162.3) 

61.4 

Net pension income $ (40.0) 

$ (36.2) 

$ (30.1) 


The curtailment loss and special termination benefits 
expense of $6.1 million was recorded in fiscal 1998 as part of the 
restructuring charge described in Note Three. 

The weighted-average discount rate and rate of increase in 
future compensation levels used in determining the actuarial 
present value of the benefit obligations were 7.0% and 4.4% in 
1998, and 8.3% and 4.4% in 1997, respectively. The expected 
long-term rate of return on assets was 10.4%. 

The funded status of the plans and the amount recognized 
on the consolidated balance sheets (determined as of May 31, 
1998 and 1997) ate as follows: 



May 31,1998 

May 25,1997. :■ 

.In Millions 

Assets 

Exceed 

Accu¬ 

mulated 

Benefits 

Accu¬ 

mulated 

Benefits 

Exceed 

Assets 

Assets 

Exceed 

Accu¬ 

mulated 

Benefits 

Accu¬ 

mulated 

Benefits 

Exceed 

Assets 

Actuarial present value 
of benefit obligations: 
Vested benefits $ 

807.6 

$25.7 

$ 668.0 

$20.2 

Nonvested benefits 

52.4 

1.1 

41.9 

.8 

Accumulated benefit 
obligations 

860.0 

26.8 

709.9 

21.0 

Projected benefit 
obligation 

921.7 

29.8 

751.3 

22.4 

Plan assets at 
fair value 

1,384.6 

_ 

1,184.1 

_ 

Plan assets in excess 
of (less than) the 
projected benefit 
obligation 

462.9 

(29.8) 

432.8 

(22.4) 

Unrecognized prior 
service cost 

34.1 

1.8 

39.3 

2.2 

Unrecognized 
net loss 

39.1 

12.1 

10.8 

5.8 

Recognition 
minimum liability 

_ 

(13.3) 


(10.0) 

Unrecognized transition 
(asset) liability 

(64.3) 

2.4 

(80.4) 

3.4 

Prepaid (accrued): 






The General Mills Savings Plan is a defined contribution 
plan that covers our salaried and non-union employees. It had 
net assets of $876.2 million at May 31,1998 and $768.2 million 
at May 25,1997. This plan is a 401 (k) savings plan that includes 
several investment funds and an Employee Stock Ownership 
Plan (ESOP). The ESOP’s only assets are Company common 
stock and temporary cash balances. Expense recognized in 
1998, 1997 and 1996 was $4.9 million, $3.2 million and 
$6.9 million, respectively. The ESOP’s share of this expense was 
$4.5 million, $2.7 million and $6.6 million, respectively. The 
ESOP’s expense is calculated by the “shares allocated” method. 

The ESOP uses Company common stock to convey benefits 
to employees and, through increased stock ownership, to fur¬ 
ther align employee interests with those of shareholders. The 
Company matches a percentage of employee contributions with 
a base match plus a variable year-end match that depends on 
annual results. Employees receive the Company match in the 
form of common stock. 

The ESOP originally purchased Company common stock 
principally with funds borrowed from third parties (and guar¬ 
anteed by the Company). The ESOP shares are included in net 
shares outstanding for the purposes of calculating earnings per 
share. The ESOP’s third-party debt is described in Note Nine. 

The Company treats cash dividends paid to the ESOP the 
same as other dividends. Dividends received on leveraged 
shares (i.e., all shares originally purchased with the debt pro¬ 
ceeds) are used for debt service, while dividends received on 
unleveraged shares are passed through to participants. 

The Company’s cash contribution to the ESOP is calculated 
so as to pay off enough debt to release sufficient shares to make 
the Company match. The ESOP uses the Company’s cash con¬ 
tributions to the plan, plus the dividends received on the 
ESOP’s leveraged shares, to make principal and interest pay¬ 
ments on the ESOP’s debt. As loan payments are made, shares 
become unencumbered by debt and committed to be allocated. 
The ESOP allocates shares to individual employee accounts on 
the basis of the match of employee payroll savings (contribu¬ 
tions), plus reinvested dividends received on previously allo¬ 
cated shares. In 1998, 1997 and 1996, the ESOP incurred 
interest expense of $5.3 million, $5.7 million and $6.3 million, 
respectively. The ESOP used dividends of $9.4 million, 
$8.1 million and $9-1 million, along with Company contribu¬ 
tions of $4.4 million, $2.7 million and $6.7 million to make 
interest and principal payments in the respective years. 

The number of shares of Company common stock in the 
ESOP are summarized as follows: 


Number of Shares 

May 31,1998 

May 25,1997 

Unreleased shares 

1,873,000 

2,164,000 

Committed to be allocated 

19,000 

29,000 

Allocated to participants 

2,329,000 

2,185,000 

Total shares 

4,221,000 

4,378,000 



OTHER POSTRETIREMENT BENEFITS 

We sponsor plans that provide health care benefits to the major¬ 
ity of our retirees. The salaried plan is contributory, with retiree 
contributions based on years of service. 

We fund related trusts for certain employees and retirees on 
an annual basis. In 1998,1997 and 1996 we contributed $9.8 mil¬ 
lion, $8.1 million and $14.0 million, respectively. Trust assets 
consist principally of listed equity securities and U.S. govern¬ 
ment securities. 

Components of the postretirement health care expense are 
as follows: 


Fiscal Year j 

Expense (Income).in Millions 

1998 

1997 

1996 

Service cost - benefits earned 

$ 4.5 

$ 4.6 

$ 4.9 

Interest cost on accumulated 




benefit obligation 

14.4 

14.2 

14.2 

Actual return on plan assets 

(34.0) 

(27.4) 

(18.7) 

Net amortization and deferral 

15.8 

12.2 

6.9 

Curtailment loss 

4.3 

- 

- 

Net postretirement expense 

$ 5.0 

$ 3.6 

$ 7.3 


The curtailment loss of $4.3 million was recorded in fiscal 1998 
as part of the restructuring charge described in Note Three. 

The funded status of the plans and the amount recognized 
on our consolidated balance sheets are as follows: 



May 31,1998 

May 25,1997 


Assets 

Accu- 

.Assets 

Accu- 


Exceed 

mulated 

Exceed; 

mulated 


Accu- 

Benefits 

Accu- 

Benefits 


mulated 

Exceed 

mulated 

Exceed 

In Millions 

Benefits 

Assets 

Benefits 

Assets 

Accumulated benefit 
obligations: 

Retirees 

$ 51.6 

$ 61.8 

$40.4 

$54.8 

Fully eligible active 
employees 

13.4 

11.6 

13.8 

6.1 

Other active 
employees 

40.5 

42.7 

33.2 

34.0 

Accumulated 
benefit obligations 

105.5 

116.1 

87.4 

94.9 

Plan assets at 
fair value 

169.8 

24.9 

142.9 

18.2 

Plan assets in excess 
of (less than) accumu¬ 
lated benefit obligations 

; 64.3 

(91.2) 

55.5 

(76.7) 

Unrecognized prior 
service credits 


(9.3) 


(11.5) 

Unrecognized net 
(gain) loss 

(13.5) 

26.3 

(6.1) 

12.2 

Prepaid (accrued) post- 
. retirement benefits . 

$ 50.8 

$ (74.2) 

$ 49.4 

$(76.0) 


The discount rates used in determining the actuarial present 
value of the benefit obligations were 7.0% and 8.3% in 1998 and 
1997, respectively. The expected long-term rare of return on 
assets was 10%. 


The assumed health care cost trend-rate increase in the per 
capita charges for benefits ranged from 5.4% to 8.1% for 1999 
depending on the medical service category. The rates gradually 
decrease to a range of 4.4% to 5.7% for 2007 and remain at that 
level thereafter. If the health care cost trend rate were to 
increase by one percentage point in each future year, the aggre¬ 
gate of the service and interest cost components of postretire¬ 
ment expense would increase for 1998 by $2.8 million and the 
accumulated benefit obligation as of May 31, 1998 would 
increase by $27.2 million. 

M PROFIT-SHARING PLAN 

The Executive Incentive Plan provides incentives to key individ¬ 
uals who have the greatest potential to contribute to current 
earnings and successful future operations. These awards are 
approved by the Board of Directors Compensation Committee, 
which consists solely of outside directors, and they depend on 
profit performance in relation to pre-established goals approved 
by the Committee. Profit-sharing expense was $6.7 million, 
$4.5 million and $7.0 million in 1998,1997 and 1996, respectively. 

| ~] INCOME TAXES 

The components of earnings before income taxes and earnings 
(losses) of joint ventures and the income taxes thereon are 
as follows: 


. Fiscal Year | 

In Millions- 

1998 

1997 

... : 1996 

Earnings before income taxes: 




U.S. 

$688.1 

$698.5 

$744.0 

Foreign 

(21.5) 

11.5 

14.6 

Total earnings before 


$710.0 


income taxes : 

$666.6 

$758.6 

Income taxes: 




Current: 




Federal 

$242.8 

$208.2 

$206.5 

State and local 

31.0 

25.7 

28.5 

Foreign 

(2.6) 

3.5 

2.0 

Total current 

271.2 

237.4 

237.0 

Deferred: 




Federal 

(17.1) 

17.1 

33.7 

State and local 

(3.3) 

3.9 

7.1 

Foreign 

(8.9) 

(.1) 

1.6 

Total deferred 

(29.3) 

20.9 

42.4 

Total income taxes 

$241.9 

$258.3 

$279.4 


During 1998 and 1997, net income rax benefits of $36.0 mil¬ 
lion and $28.0 million, respectively, were allocated to stock¬ 
holders’ equity. These benefits were attributable to the exercise 
of employee stock options, dividends paid on unallocated ESOP 
shares, translation adjustments and unrealized gain on mar¬ 
ketable securities. 



LEASES AND OTHER COMMITMENTS 


During 1998, 1997 and 1996, we paid income taxes of 
$185.6 million, $230.3 million and $194.0 million, respectively. 

In prior years we purchased certain income-tax items from 
orher companies through tax lease transactions. Total current 
income taxes charged to earnings reflect the amounts attribut¬ 
able to operations and have not been materially affected by 
rhese tax leases. Actual current taxes payable relating to 1998, 
1997 and 1996 operations were increased by approximately 
$16 million, $16 million and $15 million, respectively, due to 
the current effect of tax leases. These tax payments do not affect 
taxes for statement of earnings purposes since they repay tax 
benefits realized in prior years. The repayment liability is classi¬ 
fied as “deferred income taxes - tax leases.” 

The following table reconciles the U.S. statutory income tax 
rate with the effective income tax rate: 


.7 7 Fisbal Year 1 | 

v 1998 | 

.... 1997 

■1996 

U.S. statutory rate 

35.0% 

35.0% 

35.0% 

State and local income taxes, 




net of federal tax benefits 

2.7 

2.7 

3.0 

Other, net 

(1.4) 

(1.3) 

(1.2) 

Effective income tax rate ; 

36.3% 

36,4% 

36.8% 


The tax effects of temporary differences that give rise to 
deferred tax assets and liabilities are as follows: 


In Millions 

May 31,1998 

May 25,1997 

Accrued liabilities 

$112.5 

$ 90.5 

Unusual charges 

18.2 

6.6 

Compensation and employee benefits 58.2 

50.7 

Disposition liabilities 

9.2 

11.3 

Foreign tax loss carryforward 

4.1 

8.6 

Other 

14.3 

25.7 

Gross deferred tax assets 

216.5 

193.4 

Depreciation 

122.5 

127.7 

Prepaid pension asset 

185.3 

166.5 

Intangible assets 

1.8 

10.2 

Other 

44.5 

42.2 

Gross deferred tax liabilities 

354.1 

346.6 

Valuation allowance 

10.3 

11.2 

Net deferred tax liability 

$147.9 

i; $164.4 


As of May 31,1998, we have a foreign operating loss carry¬ 
over for tax purposes of $9.2 million, which will expire in 2001 
if not offset against future taxable income. 

We have not recognized a deferred tax liability for unremitted 
earnings of $69.7 million for our foreign operations because we 
do not expect those earnings to become taxable to us in the fore¬ 
seeable future. A determination of the potential liability is not 
practicable. If a portion were to be remitted, we believe income 
tax credits would substantially offset any resulting tax liability. 


An analysis of rent expense by property leased follows: 


■ ,7 


Fiscal Year 

In Millions 

1998 

1997 . 

: 1996 

Warehouse space 

$20.9 

$17.6 

$14.9 

Equipment 

8.2 

7.1 

7.3 

Other 

5.8 

4.8 

3.3 

Total rent expense $34.9 

$29.5 | 

$25.5 


Some leases require payment of property taxes, insurance and 
maintenance costs in addition to the rent payments. Contingent 
and escalation rent in excess of minimum rent payments and 
sublease income netted in rent expense were insignificant. 

Noncancelable furure lease commitments are (in millions) 
$29.9 in 1999, $28.9 in 2000, $27.0 in 2001, $16.8 in 2002, $7.0 
in 2003 and $4.5 after 2003, with a cumulative total of $114.1. 

We are contingently liable under guaranties and comfort let¬ 
ters for $48.3 million. The guaranties and comfort letters are 
principally issued to support borrowing arrangements, primar¬ 
ily for our joint ventures. We remain the guarantor on cer¬ 
tain leases and other obligarions of Darden Restaurants, Inc. 
(Darden), an entity we spun-off as of May 28,1995. However, 
Darden has indemnified us against any loss. 



GEOGRAPHIC INFORMATION 


In Millions 

USA: 

Unallocated 
Ill Corporate 

Foreign . Items (a) 

Consol¬ 

idated 

Total 

Saies I 

1998 

$5,793.9 

$239.1 

$ - $6,033.0 

1997 

5,376.4 

232.9 

- 

5,609.3 

1996 

5,204.5 

211.5 

- 

5,416.0 

Operating Profits 

1998 

842.7(b) 

(22.6)(W (153.5)(0 

666.6 

1997 

806.4(0 

24.1 

(120.5) 

710.0 

1996 

862.7 

24.0 

(128.1) 

758.6 

Identifiable Assets 

1998 

3,095.6 

254.3 

511.5 

3,861.4 

1997 

3,106.8 

306.5 

489.1 

3,902.4 

1996 

2,509.1 

293.2 

492.4 . 

3,294.7 


(a) Corporate expenses reported here include net interest expense and gen¬ 
eral corporate expenses. 

(b) U.S.A., Foreign and Corporate operating profits are net of charges of 
$113.6 million, $49.3 million and $3.5 million, respectively, for the 
unusual items described in Note Three. 

(c) U.S.A, operating profits are net of a $48.4 million charge for the unusual 
item described in Note Three. 


The foreign sales reflected above were made primarily by our 
Canadian subsidiary. Our proportionate share of the joint ven¬ 
tures’ sales (not shown above) was $780.7 million, $728.2 mil¬ 
lion and $705.7 million for 1998,1997 and 1996, respectively. 
The foreign operating profits above also exclude our share of the 
results from the joint ventures. See Note Four. 








QUARTERLY DATA (UNAUDITED) 


Summarized quarterly data for 1998 and 1997 follows: 


in Millions, 

Except per Share 
and Market 

First Quarter 

Second Quarter 

: Third Quarter 

Fourth Quarter 

Total Year 

Price Amounts 

1998 

1997 " 

1998 

. 1997 

1998 

1997 

y.V: ; 1998 

1997 

1998 

1997 

Sales 

$1,416.5 

$1,315.6 

$1,638.3 $1,560.1 

$1,424.7 

$1,289.6 

$1,553.5 $1,444.0 

$6,033.0 

$5,609.3 

Gross profit (a) 

872.6 

779.8 

984.6 

900.7 

872.3 

741.3 

914.2 

859.1 

3,643.7 

3,280.9 

Net earnings 

134.3(b) 97 . 7 (c) 

84.6(b) 

156.7 

131.1 

122.8 

91.8(d) 

68.2(d) 

421.8 

445.4 

Net earnings 











per share 

.84 

.62 

.41 

1.00 

.83 

.78 

.59 

.42 

2.67 

2.82 

Net earnings per 
share-assuming 











dilution 

.82 

.61 

.40 

.98 

.81 

.76 

.57 

.41 

2.60 

2.76 

Dividends per share 

.53 

.50 

.53 

.50 

.53 

.50 

.53 

.53 

2.12 

2.03 

Market price of 
common stock: 











High 

71 1/2 

58 1/4 

75 7/16 

60 5/8 

78 1/4 

68 3/4 

76 1/16 

67 3/4 

78 1/4 

68 3/4 

Low 

60 

52 

63 3/8 

54 3/8 

, 69 9/16 

60 7/8 

66 7/16 

57 3/4 

60 

52 


(a) Before charges for depreciation. 

(b) Includes an after tax loss of $.1 million in the first quarter and $100.1 million ($.63 per share) in the second quarter for unusual items described in Note Three. 

(c) Includes an after-tax loss of $29.2 million ($.18 per share) in the first quarter related to the adoption of SFAS No. 121. 

(d) The earnings impacts of LIFO reserve adjustments were not material to any quarter except the fourth quarter of 1997, when an after-tax credit of $7.2 million 
($.05 per share) was recorded. 
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ELEVEN-YEAR FINANCIAL SUMMARY 


In Millions, 

May 31, 

May 25, 

May 26,- 

May 28, 

May 29, 

May 30, 

May 31, 

May 26, 

May 27, 

May. 28, 

May 29, 

Except per Share Data 

1998 

1997 ; 

1996 

1995 ■ 

1994 

1993 

1992 

: 1991 

1990 

1989 

1988 

Financial Results 

Net earnings per shared 

Net earnings per share - assuming 

$2.67 

$2.82 

$3.00 

$2.33 

$2.95 

$3.10 

$2.99 

$2.87 

$2.32 

$2.53 

$1.63 

dilution^ 

Continuing operations earnings 
per share (a} 

2.60 

2.76 

2.94 

2.29 

2.91 

3.04 

2.93 

2.83 

2.29 

2.50 

1.61 

2.67 

2.82 

3.00 

1.64 

2.14 

2.52 

2.39 

2.26 

1.71 

1.42 

1.22 

Continuing operations earnings per 
share - assuming dilution^ 

2.60 

2.76 

2.94 

1.62 

2.11 

2.47 

2.34 

2.23 

1.69 

1.41 

1.21 

Return on average equity 

123.2% 

111.0% 

212.3% 

52.0% 

37.7% 

39.1% 

39.9% 

49.2% 

49.5% 

60.0% 

41.1% 

Dividends per shared 

2.12 

2.03 

1.91 

1.88 

1.88 

1.68 

1.48 

1.28 

1.10 

.94 

.80 

Sales 

Costs and expenses: 

6,033 

5,609 

5,416 

5,027 

5,327 

5,138 

4,964 

4,657 

4,242 

3,703 

3,323 

Cost of sales 

2,389 

2,328 

2,241 

2,123 

2,012 

2,003 

1,967 

1,819 

1,817 

1,665 

1,451 

Selling, general and administrative 2,499 

2,239 

2,128 

2,008 

2,351 

2,191 

2,126 

2,075 

1,819 

1,546 

1,413 

Depreciation and amortization 

195 

183 

187 

192 

174 

153 

143 

134 

112 

97 

84 

Interest, net 

117 

101 

101 

101 

79 

56 

45 

51 

24 

15 

24 

Unusual expenses (income) 

166 

48 

- 

183 

147 

36 

(12) 

(48) 

_ 

(4) 

(8) 

Total costs and expenses 
Earnings from continuing 

5,366 

4,899 

4,657 

4,607 

4,763 

4,439 

4,269 

4,031 

3,772 

3,319 

2,964 

operations before taxes and 
earnings (losses) of joint ventures 

667 

710 

759 

420 

564 

699 

695 

626 

470 

384 

359 

Income taxes 

242 

259 

280 

153 

217 

276 

283 

245 

184 

151 

146 

Earnings (losses) of joint ventures 

(3) 

(6) 

(3) 

(7) 

(7) 

(12) 

(16) 

(9) 

(4) 

_ 

_ 

Earnings from continuing operations 

422 

445 

476 

260 

340 

411 

396 

372 

282 

233 

213 

Discontinued operations after taxes 

- 

- 

- 

107 

134 

95 

100 

101 

99 

251 

70 

Accounting changes 

- 

- 

- 

- 

(4) 

- 

- 

- 

_ 

(70) 

_ 

Net earnings 

Earnings from continuing 

422 

445 

476 

367 

470 

506 

496 

473 

381 

414 

283 

operations as a percent of sales 
Average common shares 

7.0% 

7.9% 

8.8% 

5.2% 

6.4% 

8.0% 

8.0% 

8.0% 

6.6% 

6.3% 

6.4% 

outstanding^: 












Basic 

158 

158 

159 

158 

159 

163 

166 

165 

164 

164 

174 

Diluted 

Taxes (income, payroll, 

162 

162 

162 

160 

162 

166 

169 

167 

166 

165 

176 

property, etc.) per shared 

1.93 

2.00 

2.11 

1.30 

1.68 

1.98 

2.08 

1.86 

1.51 

1.30 

1.19 

Financial Position 

Total assets 

3,861 

3,902 

3,295 

3,358 

4,804 

4,310 

3,997 

3,561 

2,990 

2,648 

2,422 

Land, buildings and equipment, net 

1,186 

1,279 

1,312 

1,457 

1,503 

1,463 

1,398 

1,168 

1,048 

876 

747 

Working capital at year end 

Long-term debt, excluding 

(408) 

(281) 

(197) 

(324) 

(630) 

(386) 

(238) 

(142) 

(214) 

(242) 

(426) 

current portion 

1,640 

1,530 

1,221 

1,401 

1,413 

1,264 

916 

875 

685 

532 

357 

Stockholders’ equity 

190 

495 

308 

141 

1,151 

1,219 

1,371 

1,114 

810 

732 

649 

Stockholders’ equity per shared 

1.23 

3.09 

1.94 

.89 

7.26 

7.59 

8.28 

6.74 

4.96 

4.54 

3.88 

Other Statistics 

Total dividends 

336 

321 

304 

297 

299 

275 

245 

211 

181 

154 

139 

Gross capital expenditures 

184 

163 

129 

157 

213 

317 

396 

279 

292 

248 

181 

Research and development 

66 

61 

60 

60 

59 

56 

55 

52 

45 

42 

41 

Advertising media expenditures 
Wages, salaries and 

366 

306 

320 

324 

292 

283 

309 

314 

296 

252 

254 

employee benefits 

608 

564 

541 

538 

558 

556 

598 

633 

579 

491 

461 

Number of employees (actual) 

10,228 

10,200 

9,790 

9,882 

10,616 

10,577 

12,195 

12,521 

12,787 

12,491 

12,722 

Accumulated LIFO reserve 

39 

48 

56 

53 

43 

47 

50 

54 

56 

52 

36 

Common stock price range (a ^ b V 







/•W; : 



. 

Low 

78 1/4 
60 

68 3/4 

52 : 

60 1/2 

50 

'63 3/4 
49 3/8 v 

68:3/4 
49 7/8 

74 1/8 
62 

m 

60 7/8 
37 7/8 

39 5/8 
31 3/8 

33 7/8 
22 3/8 

31 

20 3/8 

Close 

68 1/4 

64 1/4 

58 1/4 

60 5/8 

541/2 ; 

65 1/4 

631/2 

58 

39 

33 3/4 

22 7/8 


(a) Years prior to 1991 have been adjusted for the two-for-one stock split in November 1990. 


(b) Prices shown prior to 1996 are before the spin-off of our former restaurant operations. The closing prices on May 26,1995 of the two common stocks on a when- 
issued basis were $49 7/8 for General Mills and $10 7/8 for Darden Restaurants. 
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Note: Excluding return on equity, amounts presented in this summary have been restated to a continuing operations basis. 


CORPORATE DIRECTORY 


BOARO OF OIREOTORS 

Richard M. Bressler 

Retired Chairman 
of the Board, 

El Paso Natural Gas Company 
(natural resources) (1,2,3*,5) 
Seattle, Washington 

Livio D. DeSimone 

Chairman of the Board and 
Chief Executive Officer, 

3M Company (diversified 
manufacturer) (1,3,4,6) 

St. Paul, Minnesota 

William T. Esrey 
Chairman of the Board and 
Chief Executive Officer, 

Sprint Corporation 
(telecommunications systems) 
(1,2,4*,5) 

Kansas City, Missouri 


SENIOR MANAGEMENT 

Stephen W Sanger 
Chairman of the Board and 
Chief Executive Officer 

Charles W. Gaillard 
President 

Raymond G. Viault 
Vice Chairman 


Charles W Gaillard 

President, 

General Mills, Inc. (1) 
Minneapolis, Minnesota 

Raymond V Gilmartin 
Chairman of the Board, President 
and Chief Executive Officer, 
Merck & Co., Inc. 
(pharmaceuticals) 

Whitehouse Station, 

New Jersey 

Judith Richards Hope 

Senior Counsel, 

Paul, Hastings, Janofsky & 
Walker, LLP (attorneys) (2,5,6) 
Washington, D.C. 

Kenneth A. Macke 
Retired Chairman of the Board 
and Chief Executive Officer, 
Dayton Hudson Corporation 
(retail stores) (1,3,5*,6) 
Minneapolis, Minnesota 


Y. Marc Belton 
Senior Vice President; 
President, New Venrures 

Peter J. Capell 

Vice President; 

President, Snacks Unlimited 

Randy G. Darcy 
Senior Vice President, 
Operations 

Stephen R. Demeritt 
Executive Vice President; 
Chief Executive Officer, 
CPW, S.A. 

Jon L. Finley 
Senior Vice President, 
Global Convenience Foods 

Ian R. Friendly 

Vice President; 

President, 'Vbplait-Colombo 

Stephen J. GarthwaiteJ 
Senior Vice President 


Michael D. Rose 
Retired Chairman of the Board, 
Promus Hotel Corporation, 
(hospitality company) (1,2*,3,5) 
Memphis, Tennessee 

Stephen W. Sanger 
Chairman of the Board and 
Chief Executive Officer, 

General Mills, Inc. (1*) 
Minneapolis, Minnesota 

A. Michael Spence 

Dean of the 

Graduate School of Business, 
Stanford University (2,4,5) 
Stanford, California 

Dorothy A. Terrell 

Senior Vice President, 

Natural MicroSystems 
Corporation 
(computer products and 
services) (4,6) 

Framingham, Massachusetts 


Eric J. Larson 
Senior Vice President, 
Investor Relations 

Siri S. Marshall 
Senior Vice President, 
General Counsel 

Michael A. Peel 
Senior Vice President, 
Human Resources 

Kendall J. Powell 
Senior Vice President; 
President, Big G Cereals 

Jeffrey J. Rotsch 
Senior Vice President, 
Consumer Foods Sales 

Christina L. Shea 
Senior Vice President; 
President, Betty Crocker 


Raymond G. Viault 

Vice Chairman, 

General Mills, Inc. (1) 
Minneapolis, Minnesota 

C. Angus Wurtele 
Retired Chairman of the Board, 
The Valspar Corporation 
(paints and coatings) 

(2,4,6*) 

Minneapolis, Minnesota 


Board Committees: 

( *’Executive Committee 
<2) Audit Committee 
^’Compensation Committee 
(4) Finance Committee 
(5 ’Nominating Committee 
<6) Public Responsibility 
Committee 

( ‘’Denotes Committee Chair 


Christ! L. Strauss 

Vice President; 

President, 

General Mills Canada 

Robert L. Stretmater 

Vice President; 

President, Foodservice 

Danny L. Strickland 
Senior Vice President, 
Innovation, Technology 
& Quality 

Austin P Sullivan Jr. 
Senior Vice President, 
Corporate Relations 

Kenneth L. Thome 
Senior Vice President, 
Financial Operations 

Ivy S. Bernhardson 

Vice President, 

Corporate Secretary 

David B. VanBenschoten 

Vice President, 

Treasurer 


f Retires October 1,1998 


SHAREHOLDER INFORMATION 


COMPANY AOORESSES 

General Mills Executive Offices 
Number One General Mills Boulevard 
Minneapolis, MN 55426 
Phone: (612) 540-2311 

Mailing Address: 

P.O.Box 1113 

Minneapolis, MN 55440 

Internet Address: http://www.generalmills.com 

STOCK EXCHANGE SYMBOL: GIS 


MARKETS 

New 'fork Stock Exchange 
Chicago Stock Exchange 

TRANSFER AGENT, REGISTRAR, OIVIOENO PAYMENTS 
ANO OIVIOENO REINVESTMENT PLAN 

Norwest Stock Transfer 

l6l North Concord Exchange 

P.O. Box 64854 

St. Paul, MN 55164-0854 

Phone: (800) 670-4763 or (612) 450-4084 

Internet Address: SHAREOWNER@AOL.COM 

General Mills’ Stock Transfer Department may be reached 
at (800) 245-5703, option 1. 

INOEPENOENT AUOITOR 


NOTICE OF ANNUAL MEETING 

The annual meeting of stockholders will be held at 11 a.m., 
Central Daylight Time, Monday, September 28, 1998, at the 
Childrens Theatre Company, 2400 Third Avenue South, 
Minneapolis. 

SHAREHOLDER REPORTS/INVESTOR INQUIRIES 

Shareholders seeking information about General Mills are 
invited to contact the Investor Relations Department at 
(800) 245-5703. Within the 612 or 651 area codes, call 
540-3202. Recorded summaries of quarterly earnings 
announcements and other key company news are available on 
the toll-free line. Shareholders may also request to receive, free 
of charge, copies of quarterly earnings releases. 

FORM 10-K REPORT 

We believe that the financial statements in this Annual Report 
to Stockholders include all significant financial data in the 
annual report filed on Form 10-K with the Securities and 
Exchange Commission. Stockholders may request a free copy of 
the Form 10-K and attached schedules by writing to: Secretary, 
General Mills, Inc., P.O. Box 1113, Minneapolis, MN 55440. 

CORPORATE CITIZENSHIP REPORT 

General Mills’ 1998 Corporate Citizenship Report details the 
company’s many community service and philanthropic activi¬ 
ties. To receive a copy, write to: General Mills Community 
Affairs Department, RO. Box 1113, Minneapolis, MN 55440. 


KPMG Peat Marwick LLP 
4200 Norwest Center 
90 South 7 th Street 
Minneapolis, MN 55402-3900 
Phone: (612) 305-5000 


HOLIDAY GIFT BOXES L 

General Mills Gift Boxes are a part of many shareholders’ 
December holiday traditions. To request a brochure and 
order form, please call us toll free at (877) 464-4438 or 
write, including your name, street address, city, state and 
ZIP code to: 

1998 Holiday Gift Box Offer 
General Mills 
P. 0. Box 6598 
Stacy, MN 55078-6598 


© General Mills, Inc. 

® Printed on paper containing 50 percent recycled fiber, 
including 10 percent post-consumer waste. 




General Mills, Inc. 

P.O. Box 1113 
Minneapolis, MN 55440 


